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THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


MONDAY, JUNE 15, 1953 


UNrrep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to call, in room F-39, the 
Capitol, Hon. Styles Bridges (chairman of the committee) presiding. 

Present : Chairman Bridges, Senators Ferguson, Saltonstall, Young, 
Thye, McCarthy, Mundt, Dworshak, Hayden, McCarran, Maybank, 
Eliender, McClellan, and Robertson. 

Chairman Bripées. The committee will come to order. 


DEPARTMENT OF STATE 
GOVERNMENT IN Occuriep AREAS 


STATEMENTS OF JAMES B. CONANT, UNITED STATES HIGH 
COMMISSIONER FOR GERMANY; ROBERT L. JOHNSON, ADMINIS- 
TRATOR, UNITED STATES INTERNATIONAL INFORMATION AD- 
MINISTRATION; GEOFFREY W. LEWIS, ACTING DIRECTOR, 
BUREAU OF GERMAN AFFAIRS, DEPARTMENT OF STATE; GLENN 
G. WOLFE, EXECUTIVE DIRECTOR, HICOG; ALFRED V. BOERNER, 
DIRECTOR, OFFICE OF PUBLIC AFFAIRS, HICOG; FRANK K. 
HEFNER, EXECUTIVE DIRECTOR, BUREAU OF GERMAN AFFAIRS, 
DEPARTMENT OF STATE; ALBERT G. SIMS, ACTING DEPUTY COM- 
MISSIONER FOR FIELD PROGRAMS, IIA; AND EDWARD B. WILBER, 
BUDGET OFFICER, DEPARTMENT OF STATE 


GERMANY 


Chairman Brivees. This morning we have under consideration a 
part of the funds for foreign aid. Dr. Conant, High Commissioner 
for Germany is here with us. He happened to be in this country at 
this time from his duties in Germany. The committee therefore is 
taking advantage of this opportunity to hear Dr. Conant. 

We will be glad to hear from you, Doctor. 


PREPARED STATEMENT 


Commissioner Conant. Thank you, Mr. Chairman. 

I have here a written presentation of our case. I am wondering if I 
could put that into the record and give you a briefer and informal 
presentation. 
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Chairman Brinces. It will be made part of the record. Then you 
might highlight it and give us a little more informal picture of the 
Situation. 

(The statement referred to follows :) 


Mr. Chairman and members of the committee, the budget request being dis- 
cussed today represents the amount required in 1954 by the civilian activities 
of the United States Government which come under the direction of the High 
Commissioner's Office in Germany. 

In presenting this budget I want to call the committee’s attention to the 
progressive and drastic diminution in the size of the budget for Germany over 
the past 3 years. The figures are $101,792,340 in 1952, $48,718,831 in 1953, and 
$39,966,700 for 1954, a reduction for the new year of $8,752,131 or 18 percent or 
a 29 percent reduction in operating expenses. The 1954 total breaks down into 
$14,133,782 which will come from the United States Treasury, and $25,832,918, 
which is an authorization to spend Deutschemarks derived from repayment of 
surplus property credits owed to the United States by the Federal Republic of 
Germany. 

This year’s budget represents a careful reexamination of all activities carried 
on in Germany and the elimination of all those that in our judgment can be 
given up without jeopardizing the fundamental objectives of our mission in 
Germany. I expect that next year the budget will be reduced still further for 
I am eonvinced that a year from now the EDC treaties will have been ratified, 
thereby eliminating some of our occupation functions. I wish I could bring in 
a smaller budget this year, but I am convinced that further reductions would 
not only impair the efficiency of the operation, but would also have serious 
political repercussions in Germany today. 

In all our efforts to economize, however, we have been guided by two prin- 
ciples: (1) We must not impair or jeopardize the interests of the United 
States by unwise or hasty abandonment of an operation in which we have a 
major political investment; and (2) we must avoid disastrous repercussions on 
German or other European opinion which would result from the elimination or 
serious reduction of a particular activity having special political significance. 
Most of our operations in Berlin, for example, are in this category. I should 
like to emphasie to the committee this twofold aspect of our programing for 
the future: Economy and careful assessment of political effect. 

The budget is in two parts: (1) dollars in amount of $14,100,000 which com- 
pares to our appropriation of $17,300,000 for fiscal year 1953 and represents 
dollar expenditures from current United States taxes; (2) the balance of 
$25,800,000 represents an authorization for the drawing down of DM’s against 
the surplus property credits, an asset of the United States taxpayers, but which 
does not require current dollar expenditures. Heretofore these local expenses 
have been received without dollar appropriations. In addition there is an au- 
thorization to receive occupation cost support from the German Federal Republic 
and Berlin. However, it does not include certain items of occupation costs 
and mandatory expenses which I would like to discuss at a later point in my 
statement. 

I am sure I do not need to emphasize the fact that we are in a critical transi- 
tional period in Europe. Germany oceupies a crucial position in Europe and 
we must recognize there will be special problems and dangers to be met. 

It is true that American policy in Germany during the past years has been 
singularly successful. Through the Marshall plan we have helped German 
initiative to rebuild a decent life out of the ruins left by Hitler and the war. 
An industrial revival, unequaled in Burope, has taken place in Germany since 
1945. Industrial production is at over 150 percent of the level of 1936, the last 
prewar normal year, and Germany has great reserves to its credit in the EPU. 
If it were not for this revival of the German economy, the burdens resulting 
from the destruction of war, the absorption of more than 10 million refugees, and 
the contribution being made by Germany to the support of western troops could 
not be carried. But a recession in Germany’s foreign trade, or serious political 
crisis in the country could have disastrous effects on the unfinished structure of 
Germany’s recovery. 

On the political side, too, there has been a healthy recovery. A parliamentary 
federal system of government has been built up under the leadership of demo- 
cratically minded men both in the government and in the opposition. The federal 
republic has joined with other western states in major cooperative enterprises 
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such as the Schuman plan, the Council of Europe, and has demonstrated its 
readiness to play its part in the creation and development of a genuine com- 
munity of European states. It has stood fast against the blandishments of 
communism and the pressures of the Soviet bloc. At the polls it has persistently 
rejected the Communist Party, whose strength has declined to an average of 
less than 5 percent, a third of what it was in 1945. 

But Germany is still split by the Iron Curtain which divides families and has 
worked havoe in the close-knit fabric of the German economy. It is an area of 
conflict between Soviet and western interests; it has long been a major battle- 
ground in the cold war. It is certain to be an important field for Soviet political 
and propaganda maneuver during the coming months. As you know, a few days 
ago the Soviets transformed their Military Control Commission in Eastern Ger- 
many into a civilian high commission, which seems to me to presage some new 
political or propaganda offensive which we must be prepared to meet. At this 
time we feel it extremely important, therefore, to retain such effective tools as 
our German-language newspaper, Neue Zeitung, and our radio station in West 
Berlin, RIAS, at their present operating levels. 

Moreover, Germany is a key area in the proposed European Defense Community 
foreseen by the contractual agreements negotiated over a year ago. Our policy 
in Europe turns, in large part, upon the arrangements provided for in these 
agreements. Their fate will be decided during the next few months, and I am 
confident the agreements will soon be finally ratified and in force. But. what- 
ever their fate. we will have the tremendous task of adjusting our policies and 
operations to a new situation in Europe and particularly in Germany during the 
next year. We cannot avoid this responsibility even if we want to. 

This is also an election year in the Federal Republic, and we may expect a 
spirited contest among the various parties. A number of domestic issues will 
be bitterly debated by the electorate, and this may obscure foreign policy issues 
we are interested in. A few extremists on both the right and the left, both 
rabidly anti-American, will undoubtedly trouble the waters. Although in full 
agreement with us in opposition to communism and to Soviet aggression, the 
largest political party in the democratic opposition to the present government, 
the SPD, disagrees with American policy on a number of major points, and will 
undoubtedly make its views an issue in the campaign. All in all, we may ex- 
pect that elements of uncertainty will be injected into the German situation 
during the coming election campaign. 

Finally, there is the problem of Berlin. Twenty percent of our operating 
budget is for Berlin alone. Berlin is an outpost of freedom which has become 
a symbol to the entire world of the determination of freedom-loving nations 
not to yield on basic principles inherent in our way of life. It has become a 
symbol of the courage and faith of millions of people subjected to inhuman pres- 
sures by Communist dictatorship. Our part in the holding of this outpost of 
the free world has been an honorable, and to many other nations, an inspiring 
example. Even after the contractuals are in force, Berlin will be a special case 
for us. It will have a status different from that of the Federal Republic, and 
a relatively more intensive effort on our part will be required in Berlin. 


THE PROGRAM 


So that the Congress may more easily understand the components of this 
budget, we have broken down our activities into four major categories or func- 
tions: 

1. Conduct of relations with Germany, which includes political, economic, and 
legal activities: (@) normal to the conduct of diplomatic relations between 
powers, (0) the special and unusual responsibilities which will stem from the 
provisions of the contractual agreements, (c) the completion of the occupation 
programs in West Germany, and (d) the continued occupation of Berlin. 

2. Statutory and technical consular activity, which provides for the regular 
passport, visa, and protective-service functions of the six consulates general and 
the consular office in Berlin, including a capital investment for completion of 
building program in the consulate cities. 

8. The administrative activity, which supports the entire German operation 
of the Office of the United States High Commissioner and consulates, as well as 
certain other agencies of the United States Government in Germany. 

4. The public-affairs program. The size, scope and nature of the public-affairs 
program are dictated essentially by the requirements and priorities of our 
political strategy in Germany. As I have said, Germany is a major area of 
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conflict in the cold war. It is perhaps the most valuable prize which the Com- 
munists seek to split off from the West in Europe through their political and 
psychological maneuvers. The Communists spend hundreds of millions of marks 
each year to sustain the operations of this propaganda machine, which grinds 
out a steady stream of anti-American, anti-western materials and neutralism. 

I cannot overstress the importance I attach to our insuring that this key area 
does not fall into the Communist orbit, or that the German people are not sub- 
verted to the aims of Soviet policies. A major objective of our public-affairs 
program is that of meeting the constant and persistent effort of the Communists 
to weaken German confidence in American leadership, and to distort and defame 
the aims and policies of our country throughout the world. 

Another objective is the strenethening of the ties of friendship between our 
peoples that have been built up since the end of the war. We want to be friends 
with a democratic Germany, an economically strong Germany, a Germany in 
which the people are dedicated to the ideals of democracy, and who understand 
our aims, our way of life, and who sincerely desire to cooperate in the major 
enterprises of the free world. Only such a Germany would be a reliable partner 
for the long pull. 

We have special problems arising from the presence of large numbers of 
United States troops in Germany. It is important that relations between our 
troops and the German people be as friendly as possible, and that confidence in 
our military strength and leadership in Germany be sustained. Public-affairs 
operations in Germany must be coordinated as closely as possible with those of 
our military authorities to assist in the serving of these purposes. 

Because of our position in West Berlin, a hundred miles inside the Iron Cur- 
tain, we are also able to reach millions of captive people in the Soviet Zone, and 
even beyond its borders. We tell the American story daily by radio, through 
newspapers, 2nd pamphlets, and by personal contact with those who make the 
hazardous journey to the western sectors of the city. This story of American 
intentions and policies, of our way of life, of the strength, unity, and determina- 
tion of the free world, brings hope to millions who look forward to eventual 
liberation from their present hard lot and to their return to the West. 

To achieve these objectives, we employ a variety of methods aimed at spec‘fic 
audiences, complementing each other. In Berlin, RIAS broadcasts on a 24-hour 
basis to the people of Berlin and the Soviet Zone. The American houses serve 
as outlets for our films, publications, books, exhibits, and lectures, and have 
become centers of community activities in Germany. Through the exchange-of- 
persons program we bring selected German leaders—young people, students, 
teachers, and specialists—to the United States for direct contact with our people, 
our institutions, and our way of life. The Neue Zeitung, our German-language 
newspaper, With a daily circulation of 200,000 copies, is aimed at the leaders of 
public opinion in Germany and is one of the most influential newspapers in the 
country. Films which are used as an auxiliary to our other efforts are seen by a 
total audience of about 55 million per year. 

As I have said the economic recovery of the Federal Republic has been 
unparalleled in Europe. Germany's recovery in terms of changes in ideas of 
government and relationships with western countries has been equally 
heartening. 

In the period between the two World Wars the Communist Party was a signifi- 
eant foree in German political life—until Hitler suppressed not only the Com- 
munist Party but those political groups which represented the democratic peoples 
of Germany. After World War II, up to 1949, the Communist Party in West 
Germany polled 14 to 15 percent of the total vote. Today the Communist Party 
in West Germany can muster less than 5 percent of the vote on any issue in the 
Federal Republic. In West Berlin, surrounded on all sides by the Communist- 
eontrolled East Zone, Communist strength is of little significance. This change 
did not just happen by itself. Major credit belongs to democratically-minded 
men such as Chancellor Adenauer and the opposition leaders, But the Allied 
Powers—United States, France, and Britain—have made decisive contribution to 
the strengthening of these democratic, anti-Communist forces. One cannot meas- 
ure in statistics the effects of the public-affairs program in Germany over this 
postwar period but I am convinced that it has been a major factor. Our per- 
suasion and influence have reached to the roots of the political, social, and educa- 
tional life of Germany. I have repeatedly been told by important and influential 
Germans of their appreciation of our leadership and assistance helping them 
reestablish a free way of life and a republican form of Government. 
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In this connection, I think it is significant that the Federal Republic has been 
the first of the European nations to ratify the European Defense Treaty. It is 
a measure of Germany's desire to cooperate with the United States and other free 
nations. It is a major step toward our goal of bringing Germany into the 
family of free nations and into the partnership in the European community. 

Against this background we have planned the public affairs program and 
budget for the fiscal year 1954. 

The publie affairs budget for 1954 is $20,974,340. This compares with $61,- 
495,900 for 1952 and estimated obligations for the current fiscal year of $28,- 
761,000. Put another way the budzet for the next fiscal year is one-third for 
the past fiscal year and approximately three-quarters of the budget for the 
current fiscal year. These figures indicate the sweeping change in the scope of 
the program, and the eliminating of activities not required to achieve our political 
objectives. 

Not only have we formulated a much reduced budget for 1954 but we have 
already taken steps in the 1953 program to reflect this reduction by July 1. This 
has been accomplished through careful review of all our programs and by fore- 
going any expenditures, although desirable and helpful in meeting our goals, 
that were in our judgment not absolutely essential to our mission. We have 
brought our personnel and organization in line with our 1954 budget. and we 
have completed the adjustments necessary to reach our 1954 planned level with 
a sinzle exception. 

The budget proposes that Die Neue Zeitung, the American newspaper in Ger- 
many, be placed on a weekly rather than daily basis effective July 1. This 
change from a daily to a weekly was planned as an economy measure. It is my 
judgment based upon numerous discussions with key officials in the information 
programs here and in Germany, with the survey team recently sent to Germany, 
as well as with many Germans that a weekly newspaper would not be an effective 
instrument in meeting the critical issues which we face in Germany in the 
inonths just ahead. Therefore, it is my proposal to the committee that Die Neue 
Zeitung not be converted to a weekly but be continued for the time being as a 
daily. 

The cost 

I have said earlier that we require a total amount of $39.966,700. This amount 
includes the funds for Germany budgeted in the “Department’s salaries and 
expenses ($2,303,700)" and “Representation allowances ($15,000)” appropria- 
tions. The subcommittee hearing the State Department appropriations was 
advised that these requirements would be justified at this time along with those 
under the government in occupied areas appropriation. In order that you might 
see the total picture, these amounts have been included in the summary tables 
and throughout the detail on a total basis. Approximately three-eighths of our 
total requirements ($14,133,782) is for dollars and five-eighths ($25,832,918) for 
local currency. Included in this request is a one-time expenditure of $5,548,000 
in local currency for completion of the consular-building program on a greatly 
reduced scale over earlier estimates. Our operating requirements are therefore 
$34,618,700, as compared with $46,511,831 in fiscal year 1958, to: (1) support an 
averaze staff of 1,003 American and 4,678 local employees in Germany, (2) fund 
the public affairs program expenses, and (3) provide for the expenses of those 
activities in the United States which support our operations in Germany. 

The staff required to carry out these activities has been continuvusly reduced 
over the last 2 years, from 2,000 Americans in 1952 to nearly 1,000 as of July 1. 
We have carried out a substantial reduction in recent months of about 20 per- 
cent of our personnel. We will cut further, particularly when our occupation 
responsibilities cease and we are able to drop, among others, such functions as 
military security, civil aviation controls and the United States courts. This 
cannot occur, however, until we are able to enter the new phase of our relations 
with Germany under the terms of the contractual agreements. As I have said 
before, our budget assumptions were that the agreements would be in effect by 
fall of this year. It will cost us more to continue the occupation beyond that 
period than is provided for in the budget. I am, frankly, concerned that this 
may give us budgetary problems in the dollar portion of our budget in the 
latter part of the year. 

Fortunately, from the standpoint of an Appropriations Committee, the extra 
local currency expenses resulting from delay in ratification are not a budgetary 
problem representing a charge against the United States taxpayer. These ex- 
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penses will be borne by the occupation costs budget provided by the German 
Government for ourselves, the British, and the Freneh through the traditional 
machinery of the occupation, in accordance with the Geneva Convention. From 
the standpoint of United States policy in Germany, we hope for an early end to 
occupation costs. However, the budget which we are discussing today will not 
require United States-owned deutschemarks to support the extra expenses 
caused by a delay in ratification. 

Our local currency budget represents an authorization of $25,832,918. This 
1s derived from following sources; 


Revenues —_~_- seitatiaieteca pie aEn EO Daas asa beoninchgletcovio’ elasalsetiontun sein de da aaaendnate $1, 022, 000 
Goeupetion cent (paid by Germans)... dk. 2, 152, 000 
SIRO CN a sa rp rccce pel cen ee od ernie tea 22, 658, 918 

Sg _ ee 


An additional $1 million of surplus property drawdowns is authorized with- 
out dollar appropriation for the Fulbrivht exchange of persons program. If 
vecupation status is delayed beyond October 1, the amount paid directly by the 
Federal Republic from occupation costs will increase and the need to use 
United States assets will correspondinvly decrease. 

I wish to make it clear to the committee that there are other additional occu- 
pation expenses not included in this budget. These added requirements paid 
from by the Germans result on the one hand from the delay in ratification of 
the contractual agreements, and on the other hand represent the support in the 
from of goods and services provided through the Army’s occupation cost in 
Berlin. 

Another item not included in this budget covers for the direction of the pro- 
grams financed by the Germans as “mandatory expenses”. These are expenses 
of the West German Government and the city of Berlin imposed on them under 
the occupation. One type of expense are those which result from the eapitula- 
tion such as reparations and restitutions; the other are expenses for the benefit 
of the Germans but carried out under the direction of the occupation authorities. 
The principal item of mandatory expense in 1954 will be in this latter category 
for expenses for the maintenance of civil airfields particularly those serving 
serlin. These have not been included in dollar appropriations because they 
are entirelv financed from the budgets of the Federal Republic and the city of 
Berlin ond are for the benefit of the Germans rather than to support United 
States Government activities. 





The supplemental appropriations bill for 1954—Net difference between 1953 and 1954 


| Requirements 
- Difference, | Justifica- 








By projects of functions increase (+-) | tion, nage 
1952, ad- 1954 decrease (—) No. 
| Jjusted , } 
1. Conduct of relations with Germany. . as $7, 532,358 | $5,111,995 | —$2, 421, 343 11 
2. Statntorv"and technica) consular, Germany 487.799 411, 615 — 7h, 184 16 
3. Public affairs, Germany ; | 28, 760.993 | 20,974,240 | —7, 7RA, ARS 18 
4. Administration, Germany wer eenerell 7, 410, 981 5, 802, 050 —1, 608, 971 49 
5. Consular buildings procram, Germany. -_. 2, 297, nnn 5, 348, 090 +3, 141, 9H 53a 
6. Conduct of relations with Austria __ 7 | 1,549, 587 1, 479, 029 —70, 518 106 
7. Statrtorv and technical consular, Austria. __ | 4f), 26, 45, #88 +5, 182 115 
&. Publie affairs, Austria er 5, 0F9, 971 4, 440,000 —6'9, 931 118 
9, Administration, Austria nnshemineiiets 1, 724, 027 1, 475, 273 | —248, 754 128 
_— — {——— _ --|———_____----——_—+ 
Total requirements _o-u--+--------| 54,784, 182 | 45,008,000 | —9, 686,182 
ij ms adi aa 
Total, Germany... . eile 4 ‘ 1} ones saeouseuae 
Total, Austria _............... 





Total estimate of appropriation, 1954 
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DEPARTMENT OF STATE 
APPROPRIATION ; GOVERNMENT IN OCCUPIED AREAS 
Summary of requirements, fiscal year 1954 


Appropriation, 1953 regular act 


Supplemental Appropriation Act, 1953__......--------------.-... $19, 000, 000 
Local currencies previously available without dollar appropriation_. 25, T00, 117 
Goods and services paid by the Federal Republic of Germany as cost 
a i aac iat ll ale Bi ieee escheat niensnlinn 12, 070,914 
Sa GT CURIE I i eer eceeeresecererense atin ‘seed etc —2, V76, 849 
NE TAs SUI liniosscatedbseph cent arciciatpeedintielianiat tans sedminainiacperrciitenesesieah 54, 784, 182 


Note.—Excludes estimated costs of Fulbright program in fiscal years 1953 and 1954, 
as follows : 


I oil tie tndinanmasinitnmnianilantinpanein aa aaa el $1, 000. 000 
Se antihdtten citiecinatire piilpchaitniasitbigee tance teesathdlatastiestial lity ial aiemenenidhanenitinentiniliiinaassndis 250, 000 
Pill cally en cdinscigetnenictilioey chientivedhipininehatntiep apubig malty tvuiiawapunapiaiatinietaere: sesshinicainislnenaniaeaslliiad 1, 250, 000 








NTAL APPROPRIATION BILL, 1954 


ME 


UPPLE 





laa 
~ 
— 








62 ‘LbE ‘LT 
9€E ‘OLE 6 
006 “ZT 

096 *€8 

98E ‘STE ‘g 
£6 ‘RIO ‘ge 
£99 'L0€ ‘Z 


FOE “b6Z * 
#60 * 
OLF ‘60E ‘LI 








Ebb 612 ‘Z- 
OIL “bt0 6 
LEZ ‘ORG 
190 ‘Z1z 
219 ‘LRi 
oge ‘L0¢ 
9F9 ‘ZLB 
OLE “26z * 
“9 
‘76S 
‘79 
‘718 
162 
102 “SOF 
PLS ‘ORs 


junouy 


103] 








118) 


oq 
“WINN 




















PES ‘OSE ‘TT PSL ‘966 ‘¢ 
861 ‘6EI ‘2 861 ‘LEZ ‘2 
6 006 ‘8 
‘os 7 096 “Ee 

8Ié ‘ge 
‘661 ‘E LEZ “6PF 
‘79E " a 
‘SEL ‘OT 
OT8 
£06 ‘6 
‘CF 
‘es 
‘I 
9ST ‘992 ‘IT 


ORB 








junouly 
unN 


vepng Wa ; 


ES6T ‘oVeMIYASy 






























ZFS ‘186 ‘Ez FO8 “£0z ‘8 Sesuedxe ulBiz01d SITRYS OQng 


629 "662 ‘Le 





ixe AIPTesUOU sBesIAAO0 18}0,], 





996 z sesua 





SOSUSdX9 doUAaPIsal [ePIC 

’ . SOOUBA OFF UCTBUASeIC ay 

—e Sesuad xe JuyyRiedo SUIp Ing 

Sesuddxe Zurjnsedo [Bu9uer) 

j . ; [PARI] 
Sesuedxe Arepesuou s SIIAQ 



















































£0F ‘Z#9 ‘LZ | CRe ZF ‘TI S$ 226°1TT | $98 ‘T SOSUDdXO ALTERS SRasIDAO [830,], 
sosuedxa LIB [Vs snosuerylya STN 
£98 “I SUOT}ISOd JUsUBUIIEd ‘su¥ 1A-URUI IN 
OI SEG YIIM-ZE JO ssooxe uy Awd iepngea PPV 
182 ‘TI LEI VARGO] [BUTUIIA4 PPV 
$20 ‘¢ C16 L9z Sasa Bl 4ONy] 7d 
‘T G20 ‘0¢ | 80R £86 ‘T SUuOTIISOd JusuRUIJed ‘Te10 
O69 “Eee ‘z Woddns 
SeTpoqg [RuoNnE 
SsooTy 
‘e 998 'Z OI} BIISTUTUID y 
t t SITBIB ing 
S1INO0D § NABVIS peti! a 
4IBUB [Vso] 
SIIBVYB tuI¢ u007"F 
SAB B [BOLIOg 
SONTATIO® Juleyaioes 
Gg SANTA IRS 
Zz Zz ao 1peuuit ISSt 
1 
sosu 
19q ouly juNOUTy at 1 
-U InN 
' SDI any a} 
1 IMO] ~3pnq Wa W3pnq seloq i 


$92)121J9D UV 








upiboud ubu4LaE) fo hsvuUne | 










oa) 






alavy 





1954 


SUPPLEMENTAL APPROPRIATION BILL, 


THE 


[gl ‘OOF 


OOL “BIE 


1e8 “SIL 


£29 ‘26F ‘ 





TE 


€£6 ‘9 





ggg “29% 


"Cl 








S29 “E6F ‘1 181 } 


69% ‘ORL 'S1 


OLL'T 


90¥ 6S) 66 


tel 
OFe 


966 ‘808 ‘T 


| $¥€ “£86 66 


000 ‘OOT 








912 “9L8 “2 LT 
6 I-| £0e— 
Ltt | 940% 

966 “808 “I elz 
; 286 ‘2% | £98 'T 





HNVOD ‘Te}o} pulp 


JeUesoIdel ,,SesUadxe PUL SopiBTeVg,, “JONpEd 
SOTATIO® [[w Wess0Id UBULIEs) ‘[8}0} PUBID 


. : , sesued Xe oT}S9WIOp [8}0.L 
SOSUSCXO SBOSIOAO [[B ‘[8}0.L 


ulgiZ0id Supping se[nsuo+y 





MENTAL APPROPRIATION BILL, 1954 


JPPLE 





THE 


10 





E91 BPI ‘o— j------ 





680 
OLF 


160 


$26 
9L9 


8OZ, 
PAG 
LS6 
Sve 


$6Z— 


‘828 ‘+ 


bLI 
0 





S++ 





969 * 





969 ‘7 





--) 96 








996 ‘608 


068 "922 




















9 “919 ‘g—|------ 


”"] 89% “ezg ‘I—]-------- OFT “C0 ‘ZI 
oof ‘zsE— | ILL “bbP ‘2 
000 ‘ZT | 
0°6 ‘g 








pont yuo0g 








SJua(VaInbe seppoy 


$927142290 29M 











wO8 ‘Sez‘2 | - 
‘8 
LE SL8‘T | 


LL9 “B61 ‘E 
&8 ‘69F 








»’g 161 “T9T ‘2 829 ‘> 
eee 

‘¢ 828 ‘0 829 't 
OFE * 
PIR 
REZ 

‘9 26 * 








o3pnq Wa 


PGI ‘eeu a 


U} pejeis SyiemeY Snap 


-uniBboud uduL4LaL fo 


868 ‘bC8 ‘1 
006 ‘8 
000 ‘og 


SPI ‘LOF 
£98 ‘SOF ‘I 


PIS ‘60¢ ‘9 £00 ‘I 












ZP9 ‘6ST 
ELI : 9 
E | 
| 182 ‘2% | 
009 ‘6zz | 
0 
‘I 
' 
| 
| 
jUnOULYy 
W3pngq sey 


pus SIBI[OG 


Aupmwun y 


| £00°'1 








a 





alTavy 


SUOT}ISOd JUSsUBUIIed 


osBq YIM -ZO 


“""""""sesmedxe musoid SIJBHS oqng 


“Sesuddxe Areresuou seesz0A0 UNA 


“Ege Sesuad¥ eouSPysel PeIOYO 





; ~~~ SeouRMOTIB UOT RINE seldey 


SUddX® Sulyesedo iuqy fing 
Sesuedxe ZunBsedo [BisUes) 
: a ~~ TOABL YL, 
Suedxo AJBTBsUOU SRasz0A oO 








SOSUSdXO AIBTBS SBasIEA0 1890.7, 


Sesuiedxe Areyes SNOSUBTOOSI [Wy 
*s 


3A-UBUl 19N 








JO S8090x9 UI fed 4Bl[NZ91 py 
PARI] [BUIUIA 4 pT 
Sos¢ 8 jonpe 


sod jusuevuied ‘Te10IqQnNg 


Vv 
Vv 
aq 


suc 





iicddns oyys13¢ I 
soIpoq [SUCTI eUL qu] 
SOHO Plat, 

Uy]40 

UO} eYSTUy WIP y 

Si ye aqng 

SWINOD seqi4g 














1] 


SUPPLEMENTAL APPROPRIATION BILL, 1954 


7 


THE 

































181 ‘ZL ‘8— —| 128 ‘119 ‘S—| FIg‘Z—| 092 ‘OPI “S—| Z8I— 000 ‘Sot ‘LE | 962 °S 669 ‘Oz ‘sz | 6IF COE ‘222 ‘ZI | LL8 “=""N VOD ‘18}0} PUBIH 
sae - + ® : -- SI o' fo-n mess: + 002 ‘g1¢ Z e e— 3 "zz a - LLP ‘e05‘ ---- yoryEMesaid ,,SesUadXxe PUL SoLBlBS ,, ‘jonped 
rer ‘zo2‘8— | 812 %—| us ‘II9‘S—| 6ze‘z—| 098 OFT ‘E—| 68T— | 00L ‘996 GE £8 °S | 816 TES ‘92 | 282 EI * sajy}Apjoe ye GuBIZ0Id UBULTES) “16903 PULA) 
——— = er SS = _ =- “R22 ‘268 1 |eor ol ede hLens* “92 262" sasuadXd O1}SPULOP *[EI0,L 
gee ‘one B— | 969 °Z—| 128‘I19'S—| 6zg‘Z—| SOF ‘FFG 'Z—| LOI— | 226 "899 "RE | 180 9 $16 ‘ZEB ‘SZ | 829° | F00'9E8 sesmodxe SBOSIOA Tf THIOL 
000 ‘THI e+ =| oo “1et 8-41-77 -<|--=- a ---| 900 ‘gre '¢ | ooo‘sse’s I-~ sene=[> eeers uresZ0id ZUFPTING JBpUIsUe) 





}2 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


AcTION OF GERMAN PorTION oF 1954 EsTIMATES 
GOVERNMENT IN OCCUPIED AREAS 
Salaries and expenses and re presentation allowances 
[In millions] 


1952 1953 1954 


Dollars) DM ! | Total Dollars) DM! | Total Dollars} DM ! | Total 


Department’s request 


Government in occupied areas 29.9 76.5 | 99.4 15.6 31.0 | 46.6 14.5 27.9 42.4 
Salaries and expenses and 
representation 1.9 4 2.3 1.9 4 2.3 1.9 4 2.3 
Total 24.8 76.9 |101.7 17.5 31.4; 48.9 16.4 28.3 44.7 
l'ruman budget i eer: 
Government in occupied area 22. 9 76.5 | 99.4 15.6 31.0 | 46.6 13. 5 23. 9 37.4 
Salaries and Expenses and { 
representation 1.9 } 2.3 1.9 4 2.3 1.9 4 2.3 
Potal 24.8 76.9 101.7 17 31.4 48.9 15.4 2.3 39.7 
Eisenhower review 
Government xecupied areas 22.9 76.5 | 99.4 i5.4 29.8 | 45.2 13.0 21.7 34.7 
Salaries and expenses and 
representation 1.9 4} 2.3 1.9 4] 23 1.9 4 23 
Total 24.8 76.9 |101.7 17.3 30.2 | 47.5 14.9 22. 1 37.0 


Final revision | 


Government in occupied areas 
operations ‘ 22. 9 276.5 799.4 15.4 28.8 | 44.2 12.2 20.0 32,2 
Consular building 1 l 2.2 2.2 . 4 5.4 

Total, government in occu 
pied areas 22.9 76.6 | 99.5 15.4 31.0) 46.4 12.2 25.4 | 37.6 

Salaries and expenses and 
representation 1.9 4/ 23 1.9 4] 2.3 1.9 4 23 
Subtotal 24.8 77.0 101.8 17.3 31.4 48.7 14.1 25. 8 39.9 
Fulbright 1.0 1.0 1.0 1.0 
lotal requirements 24.8 77.0 |101.8 17.3 32.4 | 49.7 14.1} 26.8 40.9 

Deutschemarks, 

2 Of tais amount, $19 million originally allocated for consular-A merican-House-building program has been 


put in reserve 


BUDGET FOR CIVILIAN ACTIVITIES 


Commissioner Conant. In presenting this budget for the civilian 
activities of the United States Government, under the direction of the 
High Commissioner’s Office in Germany, I would point out that this 
represents a considerable reduction over last year’s budget. It is a 
reduction overall of 18 percent, or about 25 percent in the operating 
expenses. Last year’s budget was essentially half of the year before. 

In presenting this budget, I am frank to say I wish it were smaller. 
But, after examining the situation very carefully, I have been con- 
vinced that it would be impossible to cut this budget any further 
without impairing the effectiveness and efficiency of the operations 
and, furthermore and equally important, without having serious po- 
jitical repercussions in Germany. 

The budget is in two parts, as set up by the Bureau of the Budget. 
One part is in dollars which are charged to this year’s budget, current 
dollar budget, and the other is in deutschemarks, stated in dollar 
equivalents, which represent our authorization from Congress to draw 
down as an asset of the United States Government in Germany, in 
deutschemarks, the suiplus-property credits, so called. 
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Senator McCarran. Now, why cannot all of that be in deutsche- 
marks ¢ 

Commissioner Conan. Senator, of course we have to pay salaries 
in dollars. We have a good many expenses that have to be in United 


States dollars. As far as possible, we put all the expenses we can on 
the deutschemark account. 


ECONOMIC RECOVERY 


If I may sum up the situation in Germany, I will point out to you 
that, of course, the recovery in Western Germany, financially, eco- 
nomically, and industrially has been extraordinary. This has been 
possible both through the native drive of the Germans and to the aid 
given by the U nited States, and partially through the Marshall plan. 
This made possible the building up of German industry and the re- 
building to some degree of their destroyed cities and towns. 

On the political side, you have a stable parliamentary government, 
based on federalism. All the political parties, with the exception of 
the Communist Party, which is almost negligible, are committed and 
pledged to the perpetuation of this form of government. 


DIVISION BY IRON CURTAIN 


Nevertheless, in spite of these two very favorable factors, you have 
the fact that Germany has been divided right down the middle by this 
Iron Curtain. The sovietization of the Russian Zone, the Eastern 
Zone, has gone on apace since a year ago when the treaties, the con- 
tractuals, were signed. In the recent news, there has been indication 
that the Russians are at least making signs that they want to change 
their policy there. But what the significance of those signs is, I am 
not prepared to say at this time. But surely Germany is in a special 
position with regard to the United States because of the fact that we 
have this long frontier between the free world and the Communist 
world right down the whole of Germany. 


BERLIN 


Then, finally, there is this position of Berlin. I could speak at 
length about the drama and the importance of Berlin. ‘Those people 
who lived through the blockade are still continuing with courage to 
maintain a free city in the western sectors of Berlin, an island in the 
center of a sea of communism, 

Those are the outstanding political situations in Germany. Then 
we come to the fact that we have this year the political situation. 
They are going to come up to an election in September, and in an 
election year there are ni aturally crosscurrents of a politic ‘al nature. 

Then, of course, we have the fact that the EDC treaties are not 
yet ratified, although personally I am convinced they may well be 

ratified before the year is out. 

All those things add up to us the importance of the program that 
we are presenting and the need for spe nding the amount of money that 
is in this budget: : although, as I say, I wish that it were smaller. 
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PROPOSED PERSONNEL REDUCTION 


Chairman Brees. Dr. Conant, looking toward a smatier budget 
and also the extent of American participation in affairs of any 
country, what has been done and what do you propose to do next year 
as to the reduction of the number of Americans abroad in the way 
of staff? Do you have that in mind? 

Commissioner Conant. We have made a very considerable reduc- 
tion, of course, over the last 3 years. I think the figures are worth 
pointing out, because, frankly, perhaps some of the criticism of the 
number of Americans in Europe is based on the past rather than the 
present. There is a timelag in that matter. The total number of 
people has dropped. I want to be sure I get my figures correct. 

Chairman Brinces. How many, for instance, did we have in 1949, 
1950, 1951, and 1952? 

Commissioner Conant. In 1949, we had nearly 3,000 Americans in 
Germany. This year, we have 950. We have reduced them down 
to about that number. So, if you would plot it on a curve, it would 
come down and level off. We can have fewer still—and I hope we 
will—a year from now, because, if the treaties are ratified, we shall 
be relieved of a number of responsibilities which can only be carried 
out by Americans on our payroll. 

For example, as you know, we operate a whole court system; we 
operate civil aviation, and we are still an occupying power. As United 
States High Commissioner, I am a member of the Allied High Com- 
mission. All of this requires staff, and potentially all of it is Ameri- 
can. So, I shall be very disappointed if, in a year from now, this 
budget cannot be smaller, both in terms of dollars and deutschemarks 
and in terms of personnel. 

Senator McCarran. What is your estimate on that? Do you care 
tomake one? You say the figure is about 900 now. What do you think 
it will be a year from now, after ratification ¢ 

Commissioner Conant. If we can get ratification, there are 120 
Americans right now on the occupation alone, and certainly we can 
have those out. And I hope we make perhaps a few further reductions. 

Senator Maypank. Doctor, do you hire anyone other than Ameri- 
cans? 

GERMAN EMPLOYEES 


Commissioner Conant. Yes. We have a great many Germans on 
our staff. 

Senator MAyBank. Does that 950 include them? 

Commissioner Conant. No. 

Senator MAysanx. It was testified across the hall at the armed 
services meeting that they have 11,000 Germans employed at every 
base they have in Germany. That is what Dr. Hanna just said across 
the hall. He is going to get the figures up for us. He said it averages 
11,000 at every base they have. I do not know what he meant by that 
exactly. : 

Commissioner Conant. I do not know. Of course, we can give you 
the figures. I think they are very important if they appear here 
under our estimate for 1954 under the different figures. 

Senator MayBank. You do not have to put them in. 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 15 


Commissioner Conant. It is roughly 1,000 Americans and roughiy 
5,600 Germans. That is everything that is a civilian activity in Ger- 
many. It has nothing to do with the Army. 

Senator Mayrnanx. Do you compete with the Army at all in the 
same type of work ? C 

Commissioner Conant. No. I do not think there would be an over- 
lap. A good deal of very good cooperation, I am glad to say. 

Senator McCarran. Do you say that is everything in the civilian 
activity ? 

Commissioner Conant. The consulate program is in here, the 
United States High Commissioner’s Office, which will become an 
embassy when the treaties are ratified; public affairs program, the 
MSA program. 

There is a small addition to this. I am just thinking there is an 
MSA budget that carries with it about 40 people, I think. 


VOICE OF AMERICA 


Of course, the Voice of America is operated in Germany. It is not 
my responsibility and is not in this budget. From my point of view, 
it is, shall I say, an accident of geography that that station happens 
to be located in Munich, because it is beaming to the east. 

Senator McCarran. Do you have anything to do with that? 

Commissioner Conant. Practically nothing; a little, shall we say, 
diplomatic relations with the German Government. 

Senator McCarran. Do you know what is being transmitted 
through that Voice of America. 

Commissioner Conant. We have no official responsibility for what 
goes through there. Some of their programs, a few of them, we pick 
up on our radio station which we run in Berlin, the RIAS station. 
But that is my responsibility and the Voice of America is not. 

Chairman Brmers. Dr. Conant, I have two or three questions. 


CONTINGENCY FUND 


We noted that your contingency funds is $1 million. I would like 
to ask you two questions. 

What has happened to the contingency funds made available in 
prior years? Is the $1 million a substantial increase for contingencies 
over prior years? 

Commissoner Conant. It is not an increase. And I would like, if 
I might, to reserve the answer as to the nature of that fund until 
executive session. 

Chairman Brinces. All right. 

(This information was subsequently filed with the committee.) 


GERMAN ECONOMY 


Will you tell us a little bit about the German economy and the 
German Government today? In other words, is it operating on a 
balanced budget ¢ 

Commissioner Conant. The German economy is operating on a 
balanced budget, and I am told by our own staff and also by a group 
of businessmen who were sent over there by Mr. Stassen and also 

85192—53— 2 








16 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


through long talks with the Finance Minister, that it is in a very 
sound position, that their banking situation in reference to their 
budget is on a sound basis. The Germans, as you know, have suffered 
enormously from two inflations—an inflation right after World War 
I, which I think is one of the three or four factors that brought about 
Hitlerism, and then, of course, this inflation after World War I. So 
I would think they were very cautious about inflationary trends. 


CURRENCY RATIO 


Chairman Brivées. What is the status as to the German currency 
today with regard to its ratio to American currency and ratio to other 
currencies ¢ 

Commissioner Conant. It is a stable situation. Of course, it is not 
convertible entirely. I would put it this way: That if there were a 
black market, its price would not be very different from the official 
price. 

Chairman Briners. It is far different from the currency situation in 
many of the othe r countries, is it not ? 

Commissioner Conant. It is far different—let me just put it that 
way—from many of the other countries. 

Senator Haypen. Mr. Chairman. 

Chairman Bripees. Senator Hayden. 


RUSSIAN CURRENCY PLATES 


Senator Haypen. With respect to the currency, there was printed 
during the war a kind of currency that circulated in all parts of Ger- 
many, and recently some American columnist had a story to the effect 
that the Russians had the plates and were still printing that kind of 
money. The implication was that it was just like American money, 

Commissioner Conant. I am not sufficiently informed on that his- 
tory to give it to you. I could ask one of the people who have been 
with the German desk about it. 

You might ask Mr. Lewis, because it is an interesting point. I think 
the rumor is false, but I would like to be corrected if I am wrong. 

Mr. Lewis. That currency, sir, if I understand it, was printed for a 
while, but since currency reform, it is an entirely new currency since 
1948, and the currencies of East and West Germany are completely 
separate. 

Senator Ilaypen. But is there any American-type currency being 
printed from plates made by the American Government, printed by 
the Russians ? 

Mr. Lewis. No, sir. 

Chairman Bripers. Has that all been stopped ? 

Commissioner Conant. That was quite a while ago. 

Senator Haypen. The columnist printed the story that it was still 
being circulated, and a number of people have written me who thought 
it was American money that could be brought to the United States 
and used here. 

Commissioner Conant. It is not American money. It is valueless 
now. It would be real paper money. 

Chairman Briners. Now, Dr. Conant, in keynoting the justification, 
vou say this: 
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UNITED STATES POLICY OF REESTABLISHING GERMANY 


The basic objective of United States policy in recent years has been to re- 
establish Germany as a free and equal partner in the community of western 
democratic nations. The three occupying powers (United Kingdom, France, and 
the United States) have worked for the economic and political rehabilitation of 
Germany by furnishing economic and financial aid to provide food and supplies 
to the German people and the raw materials necessary for rehabilitation of 
industry, and by assisting the Germans in reestablishing democratic insti- 
tutions .* *.°, 


FOOD SUPPLY 


Have we not reached the point now where we no longer need to 
supply food, for example / 

Commissioner Conant. Quite so. We have not supplied food for 
quite some time. 

And, of course, this is not my budget, the MSA, but I am the MSA 
man there. Therefore, this money in a sense is to provide the staff 
to carry out the MSA funds. So I would point out that there is no 
proposal for spending MSA aid in the Western Republic. 


VISIT TO BERLIN 


May | illustrate that with a story? I was introduced to the mayor 
of Bremen when I made my official visit there about 2 or 3 months 
ago. He spoke very handsomely of the great work that General 
Clay had done in changing the policy of demolition to one of con- 
struction. He spoke of the great work of my predecessor, Jack 
McCloy, in providing funds to help the industry and schools and so 
on. He said that now the new Commissioner comes with empty hands. 
And he said, “That is right, we don’t want any more aid, we don’t 
need it. We want trade, not aid.” 

And that is the general point of view of both the Germans and from 
our side. 


BERLIN OCCUPANCY 


There is one exception to it, of course, and that is Berlin. Berlin 
is not part of the Western Republic. Berlin is still a city occupied 
by the three occupying powers. There is an Allied High Commission 
and a sector occupied by a fourth one. The contrast between the two 
sectors; you have heard so much about that I will not go into it. 
It is dramatic beyond measure. 

In our sector—British, French, and American—we are trying to 
keep industry not only alive but growing. Therefore, we are still 
involved in an investment program. 

Chairman Brinces. There is no source of raw materials in Berlin, 
is there ¢ 

Commissioner Conant. That is right. You have to bring in your 

raw materials, you have to manufacture it, and you have to ship out 
the goods, all subject to the hazards of communications which are con- 
trolled by the Russians, except for the airlift. 

Chairman Brivces. We are still paying and will continue to pay, in 
this country and in Germany, for the lack of foresight in net providing 
an American corridor to Berlin; is that not correct ¢ 
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Commissioner Conant. I will put it this way, that I think history 
will record it as one of the misfortunes of the free world, that free ac- 
cess to Berlin was not guaranteed by the truce. 

Chairman Brmers. Would you tell us this: In Germany proper, 
outside of Berlin, what has been the greatest progress that has been 
made ¢ 

FOOD IMPORTS 


For instance, has there been increased production agriculturally / 
What is the food situation? Is Germany still necessarily a food-im- 
porting country today, as she was early after the war? 

Commissioner Conant. I think she is still and will be, as I under- 
stand the economics of the situation, a food-importing country. That 
will remain the situation until there is a reunification, because the 
granaries to the east were, so to speak, lost. 

If I remember the figures debits aad I should like to have thie 
chance to correct these on the record because I cannot carry them in 
my head—something like 6 percent of the food is produced. 

‘And 40 percent imported. ‘Those are approximately the figures. 

Senator ELLenpEr. Do you mean Western Germany / 

Commissioner Conan. Western Germany. 

Senator Ex:enper. I think you are high on your figure. Over 50 
percent is imported, as I understand. 

Commissioner Conant. My man says 35 percent is imported, 

Senator Ertenver. There must have been a big change in produc- 
tion in the last 3 vears. 

Commissioner Conant. They have stepped up. 

Senator Exitenprer. Do you mean to say you are now importing 
only 35 percent of the food needed for Western Germany ? 

Mr. Lewss. I believe that is correct, sir. 

Senator ELLtenper. You might check your figures again, sir. 

Commissioner Conant. I had 40. I was nearer your figure. 

Senator Eritenper. It was 45, 55, 2 years ago. 

Mr. Lewis. There has been about a 15-percent increase in the rate of 
production, if I am correct, over the last 3 or 4 years, in agricultural 
produc ts. 

Chairman Briners. With regard to Berlin, for example, what per- 
centage is employed there? 

Commissioner Conant. I think my figure is leaving out Berlin. 
Perhaps that is the difference. 

Senator Extenper. You certainly cannot include Berlin in it. They 
do not produce the food. 

Commissioner Conant. But the point is this: We are talking about 
Western Germany as one unit and Berlin as another, because our two 
responsibilities are different, our responsibilities and those of the 
Bundesrepublik and everything else. We are anxious to point out 
the difference. 

For example, when the treaties are ratified—and I put it in that 
form: When they are ratified—Berlin will still be, of course, in a 
special category. It will not yet be part of the German republic. So 
I think that may make the difference in the figures. 
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COMPARISON OF GERMAN PROGRESS WITE OTHER NATIONS 


Chairman Brivers. How Jo you explain, Dr. Conant, the progress 
made in Germany, the balanced budget and sound currency and so 
forth, as compared to that of some of the other nations of the world 
into which we have been pouring money, nations that still have an 
unbalanced budget and unsound currency in spite of all the American 
aid given them ¢ 

Senator Extenper. That ought to be easy to answer. 

Commissioner Conant. I don’t want to pass judgment on other 
countries which I am unfamiliar with. I can tell you about the Ger- 
mans. 

Chairman Brivces. Just take other countries as a whole, and Ger- 
many as a comparison. Why is Germany so overwhelmingly success- 
ful, as contrasted with some of the other countries into which we have 
poured material aid and help? 

Commissioner Conant. The Germans, in the first place, are very 
hard workers. In the second place, I think they were a heavily in- 
dustrialized country and based a good deal of their whole national 
spirit on modern industry. Therefore, I think when they saw their 
cities destroyed and factories ruined, they just rolled up their sleeves 
and built them back again. 

They had the personnel. 


INDUSTRIAL RECONSTRUCTION CASE CITED 


One of the interesting stories I have run across—and I think this 
could be perfectly well on the record—is this: I went through a fac- 
tory inthe Ruhr. I do not think I want to identify it more closely than 
that, although it is a story that the owners can be proud of. They said 
that when the war was over and the Russian dismantling was over, 
there was not a single thing left; they even took the bricks away. 
Now, they have a large metalworking industry going. I said, “Yes; 
but you had your organization.” They said, “Yes, we had our organi- 
zation. We had about a hundred managers, technical people and en- 
gineers and, more important, we had several hundred workmen that 
had been with us and knew all this thing for 20 years, some of them.” 

I said, “Well, that was your real capital.” And they said, “Yes,” 
that was, to use the German word, “their spiritual capital.” And on 
the basis of that, they built a whole factory absolutely new. The 
proof of it is that everything is completely modern. 

Senator McCre.uan. If they can do that, I do not see why the 
countries that were not destroyed and had their industries left and 
the know-how and experience and help and so forth, I de not see why 
they could not do equally well. 

ommissioner Conant. As I say, it is not for me to pass upon the 
countries I am not familiar with. 

Senator McCretian. Your argument as to how Germany was able 
to do it certainly should give support to some of us in the idea that 
some of the other countries could have done it, too, if they had 
worked. 

Senator Ectenper. I think Dr. Conant put his finger on it when 
he said the German people are working people. They went to work 
immediately. 
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Then, of course, all the debts they owed had been canceled. They 
have no big taxes being imposed to sustain armies and things like 
that. Then we had the army of occupation there and I think we 
funneled into their economy something like a billion dollars per 
year. That went far toward helping them. 

Commissioner Conant. Yes. I think they would be the first to say 
that they could not have done this without our aid to give them the 
start, to give some of this capital. And there is no doubt about the 
fact that on the balance of payments and the whole complicated 
thing, the fact that we have troops there paying out American dollars 
has enormously improved that situation, 

Furthermore, the fact that you mentioned, Senator, seems to me, 
has to be recognized, grim as it is, and that is the very destruction of 
their capital by the inflation. Ina way, their stockholders have lost 
everything; so they could start over again. 

Senator ELLeENpEer. What they did was really cancel everything out 
and start over again. 

Commissioner Conant. Just as if the company were just starting. 

Senator ELLenper. They started from scratch, 

Commissioner Conant. That is right. 

Senator Extenprr. Doctor, as I walked in here, you were men- 
tioning the fact that there was quite a development out in our own 
sector. Of course, I presume, all that is because of the fact that we 
are still furnishing funds to aid in that direction. 


CURTAILMENT OF ECONOMIC AID 


Commissioner Conant. No. We have no more economic aid in the 
German Republic. That program is over. 

Senator E.tenprer. But we had been furnishing that aid, had we 
not ? 

Commissioner Conant. We had. 

Senator ELLenpDEr. To what extent are the British and the French 
rendering assistance to the extent that we are? 

Commissioner Conant. They never were, of course, in a position to 
give economic aid. 

Senator ELtenper. We have carried the burden not only in our own 
sector but in entire Western Germany. 

Commissioner Conant. Certainly; for economic aid. That is, as I 
was saying, a thing of the past, with the exception of Berlin. We are 
now not giving economic aid to Western Germany; we are closing 
off the program. 

Senator ELtenper. Do you not think that developments in Western 
Germany have reached the point so that a good deal of that load can 
be carried by Western Germany itself? 

Commissioner Conant. It is being carried. 


FURTHER ECONOMIC AID TO BERLIN 


Senator Ettenper. To what extent are you recommending further 
economic aid to Berlin? 

Commissioner Conant. The economic aid budget, of course, is not 
my responsibility, and I am not here representing it. 

Senator Ettenper. You could give us vour ideas. 
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Commissioner Conant. I will give you my ideas, if I may. 

_ I would say we are still in a position where we should have an 
investment program in Berlin for a‘couple of years more, because 
Berlin is still in a situation that the Western Republic was in for years. 
It is isolated, as somebody was saying, where all their raw materials 
have to come in through the hazards of transportation. 

Other products have to go out. People are living with the threat 
that if war should come, of course, they would be overrun before long. 

Senator ELLenper. Have you any idea of how much it will cost? I 
do not mean that portion which we would furnish, but what, in your 
opinion, is the amount that should be furnished to Berliners? : 

Commissioner Conant. I would not want to give a total figure. I 
am afraid I could not do it. 

Senator ELLENDER. Do you know the extent to which they have 
been able to absorb much of that deficit in the last year? 

Commissioner Conant. The total budget for Berlin—now, we are 
talking about governmental expenses for a moment—the total budget 
for Berlin is supported more from the Federal Republic than they 
collect in taxes from it. That is, if you balance the thing out, they 
collect taxes from Berlin because financially it is part of the structure, 
although politically it is not. 

But they send more money to Berlin than they collect. So Berlin 
is a charge against the resources of Western Germany. But that is 
separate from the investment program. 

Senator Erxenper. That is merely to run the government. 

Commissioner Conant. Quite so. 

Senator Exvtenper. What I had in mind primarily is aid to the 
people there. 

INDUSTRIAL AID 


Commissioner Conant. The investment program is what we are 
doing. We have no aid in the sense of relief, That is all handled by 
the German Government. Our money has gone to companies who 
want to get started building up new industries and so on. We are par- 
ticularly concerned now with working capital, as we feel, people who 
have been there and studied it, that what is needed is a chance to 
have more of the small business starting and going on. 

Senator Ettenper. Then can we just assume that the economic aid 
to which you refer would be in the form of loans to companies? 

Commissioner Conant. Yes. 

Senator ELLenper. Repayable ¢ 

Commissioner Conant. Repayable. 

Senator ELtenper. Guaranteed by them ¢ 

Commissioner Conant. To the extent that they owe us the money, 
it would be under those conditions. The counterpart funds are paid 
and payable to the German Republic. 

Senator E.tenper. Of course, counterpart funds would mean a 
gift from us to the Government. 

Commissioner Conant. That is what it has been in the past. 

Senator ELLenper. I am referring to the future now. 

Commissioner Conant. 1 don’t know if there is anything in the 
budget for that or not. We have been concerned with using the 
money that has been made available to us through these funds and 
keeping them operating in the best way. 
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Senator Evienper. Is it your view that aside from making @vail- 
able to them money to loan out to various industries, that we should 
top that with further economic Aid to assist the people? 

Commissioner Conant. A need for it, no; not for assisting the 
people, no. 

Senator Et.enper. Simply to try and develop industry ‘ 

Commissioner Conant. Quite so. Indeed, I think that has been 
our program for the last 3 or 4 years. 


1952 KOONOMIC AID 


Senator Exienper., Does anybody here know how much we gave last 
year in purely economic aid? 

Commissioner Conant. I think I can give you the figures, although, 
as I say, it is a little off our budget here. $24 million approximately 
from July 1, 1952, to May 1, 1953. 

Senator ELtenper. That was purely economic aid ; was it? 

Commissioner Conant. Yes. But it was almost all to stimulate 
industry. 

Senator Extenper. We are not getting any of that back; are we? 

Commissioner Conant. I think all the conditions of that are such 
that the money, when it is repaid, goes back to the German Republic, 
which, in turn, is committed to plow it back into Berlin. It is a sort 
of a revolving fund for Berlin industry. 

Senator Extenper. I understand. But, as I said, it was used in the 
same manner as the funds were previoucly used; is that not correct? 

Commissioner Conant. Yes, sir. 

Senator Ex.tenper. To what extent would you recommend that 
funds be used similarly, that is, in the same way as they have been 
used in the past. 

Commissioner Conant. I think in the next 2 years there might be 
need for further economic aid of this sort, that is, to increase this 
revolving fund for the investment of the order of magnitude of per- 
haps the same amount, $24 million. 

Senator Ettenper. For the next 2 years? 

Commissioner Conant. For the next couple of years. It is in that 
order of magnitude that I think it could be used effectively. 

Senator Eunenver. There is no doubt about it that it would be used 
effectively. 

Commissioner Conant. I mean effectively from the point of view of 
the political situation, because, after all, Berlin is a political problem. 
It is a strange mixture of economics and politics and military, I mean. 


INCREASED LOAD FOR WESTERN GERMANY 


Senator Erienper. To what extent do you think that Western 
Germany could carry some of this load? I am beginning to think 
Doctor, that the people of Western Germany are almost as well o 
as we are when you consider that they have no debt to carry, no load 
to carry, and here we are saddled with a debt of $267 billion, and our 
interest charge alone is over a half billion dollars a month. 

Commissioner Conant. They can do something, and I think over the 
long pull they can do a great deal more, particularly in the way of 
reloaning these funds that have come to them. But, of course, we 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 23 


are negotiating with their budget all the time in two ways. Until the 
treaties are ratified, we tell them what they have to pay for our occu- 
pation. We tell them also what they have to pay for our occupation 
of Berlin. And in connection with the treaties, of course, we have 
just been through a negotiation in which they are paying a share 
determined by a complicated mechanism in negotiation of the NATO, 
or what will be the EDC part of NATO. 

Senator Toyz. Mr. Chairman, may I ask there a question ? 

Chairman Brees. Senator Thye. 

Senator Tire. What do they pay toward the occupational expense 
of both Germany proper and the city of Berlin? 

Commissioner Conant. The city of Berlin pays nothing directly. 
We charge the city of Berlin, and they collect it from the German 
Republic. That is 600 million deutschemarks a month in West Ger- 
many, which is equivalent to $150 million. 

Senator Tyr. And what percent is that of the total cost that the 
United States Government is put to in the occupation ? 

Commissioner Conant. If you include the pay of the troops, I would 
not know, because I don’t have the Army budget. I don’t know that 
I have ever seen it. 

Senator Ture. Is it just the civilian cost then ? 

Commissioner Conant. This is just what they purchase and what 
is supplied to the Army, what would be supplied in the way of requisi- 
tions if it were at the end of a war. Of course, this is not the salaries 
of troops, it is not the supplies they buy from America. It is the 
amount they need to keep them there, so to speak, what they can buy 
in the countries, the amount in living off the country. 

Senator Ture. Then it would bo interesting to know just what 
percent that would be of their total living expense, so to speak. 

Commissioner Conant. Yes. Of course, I don’t have that. 

Senator Ture. Because, only in that manner would we have a true 
picture of what the United States Government is paying in the occu- 
pational expense and what we receive from the country of Germany 
as well as the city of Berlin; is that not so? 

Commissioner Conant. That would be in the military budget, of 
course. It is our organization’s responsibility to negotiate with the 
Germans. 


DETERMINATION OF CONTRIBUTION 


Senator Tarr. How do you determine what you must contribute 
and what the Army contributes? How do you arrive at what is your 
responsibility and what is the Army’s responsibility ¢ 

Commissioner Conant. These are pretty close to all the expenses 
that the Army can charge to the local currency. We could not pay 
dollar expenses, you see, without getting into the whole question of 
convertibility. 

Of course, these are three armies. This is all done through the 
Allied High Commission. But I am talking only about the American 
share. The negotiations are actually interallied, British, French, and 
American. 

Senator Ture. Doctor, the question that is in my mind is: How do 
you arrive at what you are going to charge the German Government 
and what you bring from the United States? If it is in food items, 








24 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


I do not know just how you arrive at it. That is what I want an 
answer to. 

Commissioner Conant. May I ask Mr. Wolfe, who has had more 
familiarity with this over the years? He is the Executive Director. 

Senator Tuyz. Yes. 

Mr. Worrr. The pay of troops, the food for troops, and clothing 
are the principal items not included in the deutschemark budget. 

Senator Tuyr. That is the pay, the clothing, and the food ¢ 

Mr. Worre. That is right, sir. 

Senator Tuyr. Then what else is there outside of the barracks? 

Mr. Worre. All of the construction of the barracks, all of the opera- 
tion and maintenance of all troop instal}: itions, all transportation of 
any kind, whether it be railroad, automotive, or anything else, except 
for the gasoline, which must be purchased with dollars. 


AUTOMOBILE PURCHASES 


Senator Tirye. Does that mean that the German mark pays for 
the automobiles ? 

Mr. Wotrre. Yes, sit 

Senator Tuyr. Then they purchase the automobiles from the United 
States, do they ¢ 

Mr. Woire. No. They use principally German automobiles. 

Senator Tuyr. But there is a terrific number of American auto- 
mobiles and trucks that I have seen over there. 

Mr. Wotre. Any equipment sent from the States is in a military 
dollar budget. Any equipment purchased in Germany is on the 
deutschemark budget. A large amount of their automotive « equipment, 
a large amount of all of their repair equipment that they purchase in 
Germany, all of the buildings, the general operation, the heat and the 
light and the power. 

Senator Tuyz. But the commanding officer has an American car, 
does he not ¢ 

Mr. Woxre. In some cases, he has an American car; in some cases, 
he has a German car. 

Senator Ture. But I have seen a great number of American cars. 

Mr. Wotre. Yes. 

Senator Tuyr. The soldiers themselves do not have cars, do they? 

Mr. Wcire. No, sir. 

Senator Ture. But if the soldier must be transferred, he is trans- 
ported either in a bus, which is an American-made bus, or he is trans- 
ported in a truck, which is American made. 

Mr. Chairman, it would be very interesting to me if we could get a 
positive rate on as to what actu: ally is the cost of maintenance of our 
armed forces there and what is charged to the United States dollar 
to keep those troops there, because I am not getting the answer. The 
only thing I can see now is barracks, and you do not build barracks 
every day, and what is concerned is the maintenance cost of the 
barracks. 

Mr. Wore. The maintenance cost, the pay of all German employees 
that take care of that. 

Senator Tuyer. Do not our soldiers care for any of our barracks? 
Do not they do kitchen police or things like that ? 
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EMPLOYMENT OF GERMAN CIVILIANS 


Mr. Woure. There are over a hundred thousand German civilians 
employed. 

Senator Ture. We have to have a breakdown on this, Mr. Chairman, 
before we have any intelligence on this question of appropriation. 

Mr. Worrer. All that you are asking about, sir, is in the Armed 
Forces budget. There is no reflection of it here, sir. 

Commissioner Conant. May I just point out for the Senator in con- 
nection with his question: This is not the Armed Forces budget I am 
presenting. I am presenting the civilian budget. 

Senator Ture, Doctor, ] am trying to separate what is the civilian 
item in this budget and what we can look to as the military or the 
Army’s responsibility. When we go to the Army, they only talk 
about theirs, and you want to talk about yours. And we can never 
get them separated and added together so that we know what we are 
looking at. Iam trying here to get some facts relative to what you 
actually spend so that I may compare it with the military appro- 
priation. 

Chairman Brivezs. We will instruct our staff, Senator Thye, to 
work with Dr. Conant’s organization and the military to try to arrive 
at those figures, so that they will have them before we conclude on this 
bill, Is that satisfactory ¢ 

Senator Taye. Thank you, sir. 


INFORMATION PROGRAM 


Senator McCarruy. Doctor, how much of this budget is to go for 
the information program of HICOG? 

Commissioner Conant. The information program, public-affairs 
program, we break it down into several parts. Isut that includes the 
RIAS station in Berlin, and it includes the exchange program, all of 
which comes under what we have been calling public affairs. It is 
approximately $21 million. 

You will find that in a separate tabulation. 


APPROVAL OF COMMUNIST BOOKS 


Senator McCarruy. May I ask you this: Our committee has recent- 
ly exposed the fact that there are some 30,000 publications by Com- 
munist authors on information shelves, many of them in Germany. I 
am not speaking of the books that explain the workings of the Com- 
munist Party; I am not speaking of the books available to the em- 
ployees of HICOG. We both realize that they must read those Com- 
munist books to know the Communist objectives. I am referring to 
the books by Communist authors on our shelves, with our stamp of 
approval—some 30,000. 

May I ask what your attitude toward that is? Do you favor taking 
those books off the shelves? Would you favor leaving them on the 
shelves? Would you favor discontinuing the purchase of those books 
or continuation of that purchase ? 

Commissioner Conant. As I understand it, the whole book-purchase 
program has been arranged here in Washington in the past, and the 
question of what seemed to be the best authors to put on the shelves, 
from the point of view of our objectives, has been worked out here. 
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If I had that responsibility directly—it is clearly one that has to be 
delegated—I should have to examine each case pretty carefully to see 
who our Communist author was, what his point of view was, and 
whether the reading of that book by the Germans would do us more 
good than harm. 

Senator McCarrny. Let’s see what the point of view of the author 
is. The Communist is under Communist Party discipline, and the 
point of view is furthering the Communist conspiracy. There is no 
doubt about that, is there ? 

Commissioner Conant. With such a man, I would not want his 
books on the shelves. 

Senator McCarruy. Such a man, I think—and every Communist— 
we can agree has the task of furthering the Communist cause; other- 
wise, he is not a Communist: is that not correct ? 

Commissioner ConANT. Quite so. 

Senator McCartuy. And one of your tasks over there is to fight 
communism. So, I assume both of us know something about the 
Communist movement. 


USE OF FUND FOR PURCHASE OF COMMUNIST LITERATURE 


Let us get back to the question: Would you favor having on your 
bookshelves—von are asking for $21 million—would you favor using 
part of that $21 million to buy the works of Communist authors and 
put them on your bookshelves? 

Commissioner Conant. The answer is “No.” 

Senator McCarrny. How about the 30,000 books that are on those 
bookshelves by Communist authors ? 

Commissioner Conant. I have no information as to that. sir. 

Senator McCarruy. We will give you the information, then. Our 
committee has developed that there are some 30,000 by Communist 
authors. many of them inGermany. Would you favor removing from 
the bookshelves the works of the Communist authors? 

Keep in mind, now, I am not talking about taking the books away 
from your emplovees, by Communist authors. T think it is necessary 
for them to read them. I am not talking about the books explaining 
the workings of communism. 1 am speaking about the books on the 
bookshelves, some 30.000, by Communist authors. Would you favor 
removing those from the bookshelves? 

Commissioner Conant. Do you mean by “Communist authors” a 
member of the Communist Party who is under instructions to further 
its cause? 

Senator McCartny. That is right: either a man who has been 
proved to be a Commmnist, or a man who says, “I won’t tell, because if 
T told the truth I might go to jail.” 

Commissioner Conant. IT would not be in favor of having books bv 
Communist authors on the shelves. If they are already there, I would 
be in favor of taking them off. 

Senator McCarrny. You would not call that book burning if you 
tock them off, would you? 

Commissioner Conant. I suppose you wouldn’t, but I wouldn’t sup- 
pose that yon would burn them. 

Senator McCartnuy. Then we both agree, IT think, on that all right. 
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REMOVAL OF CHARLES THAYER 


Now, No. 2, Doctor: I know that you were only recently in Germany, 
so that many things are going on about which you cannot possibly 
have full know ledge. Did: you oppose the removal of Charles Thayer 

Charles Thayer held a very important position when you went to 
Crermany. 

Commissioner Conan. I did not know Charles Thayer. I had 
nothing to do with his removal one way or the other. 

Senator McCarruy. Did you know that he had been ordered re- 
moved on security grounds ¢ 

Commissioner Conant. He discussed with me personally certain 
letters that he got. 

Senator McCartuy. We have heard a distur bing rumor, and I won- 
der if it istrue or not. That is that there was a huge party thrown for 
Thayer, part of it at our expense, before he left Germany. Do you 
know anything about that party 4 : 

Commissioner Conant. No; I am not aware of that. 

Senator McCarrny. Did you attend the party, the going-away party 
for Thayer? 

Commissioner Conant. No. 

Senator McCarruy. You did not attend that ? 

Commissioner Conant. No. 

Senator McCarrny. I am glad to hear that. We had heard the 
unconfirmed rumor that you had. 

Do you know whether or not that party was thrown at the cost of 
HICOG ? 

Commissioner Conant. I feel sure it wasn’t. 

Senator McCarrny. Would there be anyone here who could tell us 
that? 

Commissioner Conant. I think Mr. Wolfe, who is responsible for 
all expenditures, could answer that very positively. 

Mr. Wotre. I am sure it was not, sir. 

Senator McCartuy. I have just one or two further questions. 


PRINTING OF NEWSPAPER 


Doctor, it has been developed in our committee, that we have been 
running a newspaper in Berlin at a cost of around $3 million a year. 
Now, I can see the necessity perhaps of having a newspaper originally 
when there were no German newspapers, and they were all knocked 
out of existence after the war. Can you see any reason to continue 
that? 

No. 2, is there anything in the budget for that newspaper ? 
Commissioner Conant. May I point out that I think you are slight] 
misinformed, Senator. The paper to which you are referri ing, Shick 
I think is the Neue Zeitung, which is published in two editions, the 

main edition is in Frankfort, and we have a Berlin edition, too. 

They are very largely the same. It is pretty hard to separate the 
two expenses. 

The figure you mention is roughly for the whole Neue Zeitung. 
That has been running as an official newspaper—it says so on the 
masthead—since the occupation days. There is an item in here, but 
it is currently in erroneously, that we propose now to give it up and 
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turn it into a weekly. As I testified to the Appropri iations Committee 
of the House a week ago, it is now my desire. if Congress appropriates 
the money, to continue to run that as a daily for the time being, and 
I have reversed the decision to change it into a weekly because I believe 
the situation is still such in Germany, in Berlin, of course, and in 
Germany, until these treaties are ratified, that we should not indicate 
in any way that we are losing interest in the Germans and what we 
are doing for them. 

Senator McCarruy. What is the estimate of the loss on that paper 
for the coming fiscal year ? 


ANNUAL NEWSPAPER LOSS 


Commissioner Conant. About $2 million in deutschemarks. It is 
not a dollar appropriation. You will understand, Senator, it is just 
as much taxpayers’ assets as though it were dollars. 

Senator McCarruy. Do you think it is necessary for us to run a 
newspaper over there ¢ 

Commissioner Conant. I do, for the time being; but not for the 
long pull. 


SUBSIDIZING GERMAN PRESS 


Senator McCarruy. How about this subsidization of the German 
press? We have had produced before our committee a list of about 
100 German papers that we were subsidizing rather heavily. When I 

say subsidizing, we were using a revolving fund. The favored papers 
got a lot of money; those who were not favored did not get so much. 
Do you not think that is a very dangerous practice ? 

Commissioner Conant. May I suggest that the word “subsidiza- 
tion,” Senator, is not exactly apropos to the situation as I found it. 
As I see it, what happened was that at the time of the currency reform 
and while we were still in occupation status very powerfully with the 
military government, it was necessary to get these German newspapers 
going. They had been completely destroyed in the Hitler regime, To 
that end, a sum of money in deutschemarks was made available for 
loans to papers. The recommendations for those loans were made by 
a group of newspaper publishers, which were then selected and were 
believed to be—and I am sure they were—on the side of democracy 
and freedom in the United States. 


SELECTION OF COMMUNIST EDITORS 


Senator McCarrnuy. May I interrupt you there. The picture that 
we have is that the publishers recommended what papers should get 
money but that HICOG made the final decision. That is No.1. No. 
9, when you say they were on the side of democracy, the testimony, 
which is uncontradicted, has been that they picked a sizable number 
of Communist editors. 

To me, communism does not mean democracy. The testimony before 
the committee—and it is available to you—-is that one of the most 
heavily—maybe we should not use the word “subsidized,” but if I may 
use that term—one of the most heavily subsidized papers is run as of 
today by a Communist editor. That is by testimony that came from 
i State Department witness. 
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Do you think that is a healthy situation ¢ 

Commissioner Conant. I should question that evidence, Senator, 
until I have a chance to run it down, because it is not the impression 
that I’ve got. You say that one paper out of this group is run by a 
Communist editor. 

Senator McCarruy. I do not say it is one. I say it is the most 
heavily subsidized. 

Commissioner Conanv. I should have to run that statement down. 
It is not the picture I get at all. 

Senator McCarruy. Have not any of your men been running down 
and studying the evidence produced by our committee in regard to 
HICOG ?¢ 

Commissioner Conant. I haven’t seen that. 

Which one is that on these newspapers that are alleged to be under 
Communist control ? 

Senator McCarrny. We have had Mr. Kaghan before us, Doctor, 
and a number of witnesses, all having to do with your administration 
in Germany. 

Keep in mind I am not criticizing you. You have been there only 
a short time, and it takes time to get hold of an organization so vast. 
But it seems to me someone in your organization should be reading 
that sworn testimony and informing you about it. Is no one reading 
that testimony ? 

Commissioner Conant. We haven’t gotten a copy of it apparently. 

Senator McCarry. It is available to you from day to day. We 
have publicly stated that. 


CONTINUATION OF AID TO GERMAN NEWSPAPERS 


Is it proposed that we will continue to financially aid the German 
papers? I think it is roughly a little over a hundred. Is it proposed 
we continue ? 

Commissioner Conant. We are not financing anything directly out 
of this budget except the Neue Zeitung, Senator. 

Senator McCarrny. Whether it is out of this, or counterpart funds, 
it is all American money. 

Commissioner Conant. It is a sum of money put into a revolving 
fund, which is being revolved around the management by recommen- 
dation of this group of editors, publishers. It is quite true that the 
HICOG has the final veto power. That was left in there on an as- 
sumption that something might change in Germany and that the High 
Commissioner should continue to have it. But it is not money that 
is being appropriated from either the assets of the United States 
Government today in Germany—those are our deutschemarks—or 
from the United States taxpayer. It is a continuous revolving fund 
on the conditions under which it was set up a long time ago that it 
would so continue. 

Senator McCartny. Doctor, do you not think it is a dangerous 
thing to have a government agency over there deciding which papers 
will get financial help and which will not? Does not that give you 
too much control of the press? 

Commissioner Conant. I think in the long run it would. T think 
this is something that came out of the occupation status and was 
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inevitable. I think it will taper off as we get these loans taken care 
of and the thing will be handled entirely by the Germans. 

Senator McCarriuy. Why the tapering off? Why should it not 
be quick ¢ 

Commissioner Conant. We are under commitment with these 
people to continue this thing. These commitments were made by 
my predecessors. I would not be in a position to say. 

Senator McCarrny. It is up to the Congress to make commitments 
of American money. 

Commissioner Conant. This was not quite that way at that time. 
This was money which was in the hands of the commanding general 
and was set up in that way. 

Senator McCartuy. Who has succeeded Kaghan ? 

Commissioner Conant. There is no successor at the moment. 


CONGRESSIONAL EXPOSURE OF COMMUNIST BOOKS 


Senator McCarruy. No. 2, I understand that you have no objec- 
tion to congressional committees exposing books by Communist 
authors on the information bookshelves, and you have no objection 
to the removal of these books by Communist authors. 

Commissioner Conant. I certainly would not object to a congres- 
sional committee investigating anything and making recommendations 
to the executive branch on any subject. 

Senator McCarrny. I think we will pin you down to a precedent 
because you are asking for $21 million, much of which is to be used 
for an information program. 

You would not consider bookburning a rather vicious thing, if we 
insist that you do not have the works of Communist authors on your 
shelves over there to indoctrinate the German people? 

Commissioner Conant. May I once again be sure we are using the 
words “Communist authors” in the same way, Senator. 

Senator McCarruy. By a Communist author I mean a member of 
the Communist Party. 

Commissioner Conant. I agree with you that books by members of 
the Communist Party should not be on the shelves of the American 
Information Service in Germany. 

Senator McCarrny. And you think they should be exposed and 
removed from the book shelves? 


PUBLICITY ATTENDANT TO REMOVAL OF BOOKS 


Commissioner Conant. I think they should be removed. I am in- 
clined to think that if they could be removed without too much pub- 
licity it would be much the best course. 

Senator McCarriy. In other words, do you object to the publicity 
attendant to exposure ? 

Commissioner Conant. I think in a case of this sort, if it can be done 
without publicity it would be much better, in view of the way in 
which we are opel rating. 

Senator McCarrny. Are you aware of the fact that the book shelves 
have been stocked over the past number of years—and someone is 
responsible for that—and that they were not ordered removed until 
we did publicly expose them ? 
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Do I understand you have some objection now to that public 
exposure ¢ 

Commissioner Conant. I regret the public exposure. I think it 
would have been much better, Senator, if recommendations were made 
to the executive branch and they could have been removed with the 
minimum amount of publicity. 

Senator McCartuy. Do you realize they were not removed until 
they publicly exposed them? 

Commissioner Conant. That would be a question between the Con- 
gress and the executive branch ? 

Senator McCarruy. You are advising us, Doctor. You are asking 
for $21 miilion for this program. I think we are entitled to know 
your thinking. 

Do you object to the public exposure, realizing that they were on 
the shelves for a number of years, that we object to their being on the 
shelves? I did publicly, year after year, and they were not removed 
until we publicly exposed the Communist authors. 

Having that in mind, do you now object to our public exposure? 

Commissioner Conant. I certainly don’t object to anything that 
congressional committees do, sir. 

Senator McCarrny. That is going a long way. 

I think, Mr. Chairman—I am not trying to cross-examine the wit- 
ness, but I would like to have an answer to that. It is simply yes or 
no. 

Do you object, or do you not object ? 


KAGHAN REMOVAL CASE 


We have been publicly exposing, over the past number of months, 
many unusual things that occurred before you were in the State De- 
partment, you understand. We are exposing individuals like Kaghan, 
who was over in your department. He was gotten in there under 
the old regime. 

I gather, from what you said, you have some reservation as to 
whether or not we should publicly expose these men. The question 
now is keeping in mind that nothing was done until we did publicly 
expose them. 

Do you object to our publicly exposing the Communist authors 
and the works by those authors that have been on our book shelves, 
or do you think that is a good thing, or a bad thing to expose them? 

Commissioner Conant. I regret the fact that you felt it was neces- 
sary to do it publicly. I don’t think it is for me, working for the 
United States Government, to object or not object to what congres- 
sional committees do, any more than I object or not to what the Secre- 
tary of State does. 

Senator McCarruy. Then if you object, let us take a typical case. 
Let us take the case of Kaghan. We called to the attention of your 
department the fact that Kaghan, who was head of your information 
section, had lived with a Communist, had signed a pledge pledging 
he would support Communist candidates, that he had written plays 
that were produced by the Communist fronts and that he belonged 
to Communist-front organizations. We suggested that that man be 
gotten rid of. 
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Two months later he was still there. We picked him up by the 
scruff of his neck then, put him on public exhibition. He was gotten 
rid of. 

Do you regret now the fact that we did that? 

Commissioner Conant. I do. 

Senator McCarruy. Do you think we should have left him in your 
department ¢ 

Commissioner Conant. I think that Mr. Kaghan was under process 
of resigning for a lot of his own reasons when I got there, I under- 
stand. 

Senator McCarrny. I can tell you that is not true. Mr. Kaghan 
did not resign for his own reasons. Mr. Kaghan resigned because 
he was exposed because of his Communist activities. 

Do you know that he was resigning for his own reasons? Tell us 
when you learned it and what those reasons were ? 

Commissioner Conant. When I arrived in HICOG, Kaghan was 
a name to me, and in talking over the organization it was said, “Well, 
Mr. Kaghan, the Deputy Director, isn’t going to stay with us very 
long; he is going to resign before the year is out.” That was the 
general statement that I was given. 

Senator McCartrny. Who gave you that statement ? 

Commissioner Conant. I would be inclined to think Kaghan him- 
self did. But I would not want to swear to that. 

I have a witness here saying that my memory is correct. It is one 
of those things, one of the problems I would have is to find a Deputy 
Director because the man who was Acting Deputy Director was 
going. 

He was cleared, you understand. Of course you know. There 
was no question in my mind at that time of his being a person who 
would not be desired on the staff. He just made up his mind he was 
not going on. 

Senator McCarrny. You say there was no question in your mind. 
Is there any question now, that he should not be discharged ? 

Commissioner Conant. Yes. I haven’t examined the evidence. 
The State Department, who has the responsibility for this, may have. 


LOWELL CLUCAS CASE 


Senator McCarrny. Do vou know a man named Lowell Clucas? 

Commissioner Conant. Yes. He is Information Officer in Munich. 

Senator McCarruy. Do you think he is a good man for the job? 

Commissioner Conant. As far as I know, I think he is a good man 
for the job. 

Senator McCarrny. Have you examined the testimony on Clucas? 

Commissioner Conant. Yes, I have. 

Senator McCarrry. And do you think Clucas is a good man for 
the job and you will keep him on if we give you this $21 million? 

Commissioner Conant. Yes. 

Senator McCartrry. I think that gives us a fairly accurate picture, 
Mr. Chairman, of the type of information program we can expect. 

Let me sav this for the record: Mr. Clucas is one of the cases which 
I gave the Tydings committee some 3 years ago. His record is very 


clear. Mr. Conant just said that Clucas is the type of man he will 
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have running the information program. He is the same type of indi- 
vidual as Kagh: an, with the same type of record. I named him before 
the Tydings ‘committee 3 years ago. I may say if he is the type of 
individual that Dr. Conant is going to have running the information 
program, teaching the German people how they should live, I think 
the committee certainly should have that in mind, and I will submit 
to all the members of the committee a more detailed picture of this 
man Clueas. 

I am very happy to get your answer, Doctor. 

Commissioner Conant. May I state, Senator, that Clueas, I have 
been informed by reliable authority, has had full clearance under the 
Public Law 402. 


STATE DEPARTMENT CLEARANCES 


Senator McCarruy. Full clearance under the Acheson program. 
Alger Hiss had full clearance, Kaghan had full clearance. Every 
traitor that has ever been exposed has had full clearance. I am get- 
ting awfully sick to hear that someone is getting full clearance 
because Acheson’s team gave him full clearance. 

As you know, they gave every man that appeared their full clear- 
ance, except three, I believe, that they finally turned down. 

Commissioner Conant. There are a good many cases where they did 
not give full clearance, I understand, from the history of HICOG, 
Sen: itor. 

Senator McCarruy. You say they did not? 

Commissioner Conant. I understood there were a number of 
people that were not cleared and were never employed. 

Senator Mc@arruy. We had Mr. Humelsine before the Appropria- 
tions Committee last year. He testified that they had ordered no one 
discharged because of disloyalty, that there were three cases under 
consideration at that time. They finally did catch up with Edmund 
Oliver Clubb. In the State Department they gave him clearance. 
The Review Board found him unfit, and Acheson reversed that. 

The other man was John Carter Vincent. 

Aside from those 2 there were only 3 others, unless Mr. Humelsine 
was perjuring himself before the committee. 

I think you should have that information. 

I merely mention that to show it is perfectly meaningless when 
you say someone had full clearance. Kaghan had full clearance. 

One more question, Mr. Chairman. 

Keeping in mind Kaghan’s record as submitted by himself, that 
is, that he lived with a man he knew was a member of the Communist 
Party, he attended Communist Party meetings, that he signed a pledge 
pledging support of Communist candidates in an election, that he 
wrote plays that were produced by Communist fronts, and then, as 
he testified in answer to Senator Mundt’s questions, he could not tel! 
anything positive he had done since then to show his anticommunism : 
do you think that the fact that he had clearance on Acheson’s team 
made him the right man to head our information program in Ger- 
many ¢ 

Commissioner Conant. I think in the case of Kaghan you had a lot 
of evidence in the question of his clearance. 
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These things you refer to, Senator, were when, Senator? They 
were some years ago, about 20 years ago, were they not? 

Senator McCartuy. No, they were not 20 years ago. He signed 
the Communist pledge during the Hitler-Stalin pact. 

Commissioner Conant. That was probably 20 years ago. 


REFORMED COMMUNISTS 


Senator McCartny. I may say also, Doctor, we get rather weary in 
our committee having someone come before us and saying, “Sure, I 
was a Communist 10 years ago, but there is a presumption that I have 
reformed.” I may say that when you have been a Communist, when 
you have been a member of a conspiracy, there is no presumption that 
you have reformed. The presumption is that you remain the same 
unless you can prove that you have reformed. 

I would like to know if you think Kaghan was the right man to be 
in charge of that program ? 

Commissioner Conant. I think there is no question about his being 
the right man for the program. I think he proved that while he was 
in charge of HICOG in fighting communism and his effective work 
and the letters that came to me from Germans about him. From the 
evidence I had, I would say he was a very effective person against 
communism all along the front. There is no evidence that I have— 
and I admit I haven’t gone into it in any detail with the FBI organiza- 
tion—casts any question on his loyalty in the period that he was with 
HICOG. 

Senator McCartruy. Doctor, you come before this committee and 

ask American money to continue a program and then try to give clear- 
ance to a man like Kaghan and say you have not gone into the case. 
Do you not think you should not try to give him clearance until you 
have gone into it? Do you not think you should examine the evidence 
before you give him clearance? Otherwise, we cannot very well trust 
you to pick the right man to succeed him. 
* Take, for example, are you aware of the fact that his superior officer 
in Austria wrote a report on him pointing out his activities, pointing 
out that he played up in the papers over there all of the sordid side 
of American life, that he was overly friendly to the Communist cause ? 
This was his superior officer. Does that mean to you he was a good 
anti-Communist ? 

Commissioner Conant. I have not seen that report and have no way 
of evaluating it. 

Senator McCartny. Then do you not think you should not give him 
clearance until you have seen it? 

Commissioner Conant. We were speaking of a case that was past. 


SELECTION OF DIRECTOR OF INFORMATION PROGRAM 


Senator McCartnry. There is nothing past, Dr. Conant, about the 
man that you have running vour information program. 

Commissioner Conant. He is out. 

Senator McCarruy. That is very present. 

Commissioner Conant. He has resigned and was on the point of 
resigning when I came there. You are asking me whether I think he 
was a man who on the record seemed to have been an effective agent 
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azainst communism. I would say, from the evidence that I have 
looking back at this case, which is now closed because he has resigned, 
my answer is “Yes.” 

Senator MeCarruy. It is not closed, Doctor, because his twin 
Clucas, is still there. 

But just so that we have this on the record: Your testimony today 
is that Kaghan is the type of individual that you would be w illing to 
have running this information program in the future, knowing. his 
record as you do; you say he is the type of individual that you would 
select to run this information program in the future ¢ 

Commissioner Conant. I don’t think I said that. 

Senator McCarruy. Is that true, or not ? 

Commissioner Conant. Because, from the point of view of Kaghan, 
if you are talking about the question of what he did in HICOG in 
fighting communism, I would say “Yes.” But in evaluating a man 
you’ve got to take his total personality and his executive ability and 
everything else. If you are talking simply to the question of this 
effectiveness as an anti-Communist person, the answer is “Yes.” 

Senator McCarruy. That he is the type of person you would have 
running it? 

Commissioner Conant. That is right. 

Senator McCarrny. Then I say—and this is definitely on the ree- 
ord—lI feel and think that if you feel you should have men like Kaghan 
and Clucas spending money over there on the information program, I 
do not think this Senate should give you one penny. I think you have 
done infinite damage if you continue to keep men like that running 
that program, and they will continue to do damage. 

I would like to be on the record for that right at this moment. 

Im: ay say at that point I have nothing against you for what has been 
done in the past, because they have been brought in under the old 
Acheson teams. But if you are going to insist on keeping men on of 
the Kaghan and Clucas strain, it indicates to me that any money we 
spend over there on that program will be worse than wasted. 

I have nothing further, Mr. Chairman. 

Senator Roperrson. Mr. Chairman. 

Chairman Bringes. Senator Robertson. 


FURTHER DISCUSSION OF NEWSPAPER AND RADIO SUBSIDIES 


Senator Rosertson. With respect to what Dr. Conant said about the 
newspapers, I want to remind the committee that in one of the appear- 
ances before the committee of Dr. Conant’s predecessor, Commissioner 
McCloy, testified that, in his opinion, the most effective money that we 
had spent in getting our ideas and our views not only to Western Ger- 
many but to Eastern Germany was through this newspaper and a sub- 
sidized radio station which he said was listened to, with impartial dis- 
cussion of factual news, in East Germany more than any other one 
radio station. 

We subsidized the radio station and we publish this paper. Now, I 
do not know anything about any of these men that the Senator from 
Wisconsin has been discussing. They are just vague names to me. 
Then, of course, I do not hold any brief for any Communists or any 
Communist books or anything else. But I did read a little piece about 
one of these books that are published, in the Christian Science Monitor. 
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It said that this man that this committee has branded as a Communist 
belonged to some college group when he was 18 years old. It was not 
clear ‘whe ther he knew it when he joined it, whether they were Com- 
munists or just liberals, or what not, but that after he left college he 
was never connected with any Communist group and that the commit- 
tee never asked him a single word about any of the books that they 
were condemning. 

This paper s: Lid there was nothing in any book that he had published 
that was in any way, shape, or form in behalf of communism. 

Is that one of the books that you condemned over there # 

Senator McCarruy. Do not talk about some imaginary individual. 
Give me his name and I will give you his record. 

Senator Ronarrson. It was a man that was 18 years old in college 
that you said belonged to a Communist group. The Christian Science 
Monitor said you never examined the book, you never proved that he 
continued with the party after he left school, and you never asked him 
a single word about anything i in the book that you ‘said was subversive. 
Yet you asked Dr. Conant, “If you found out a man was a Communist, 
would you throw him out and would you throw all his books out?” I 
hardly think that is a fair question. 

Senator McCarrnuy. Senator, don’t come and tell us about some im- 
aginary individual discussed in the Christian Science Monitor. If 
you will just give us his name—— 

Senator Ropertson. I think the man was mentioned here. 

Senator McCarrny. If you will give us the name of the individual 
we will give you his complete history. I cannot give you the history 
of some imaginary man whose name you do not know, whose vocation 
you do not know. 

And I think it is a most unfair thing to our committee. We have 
seven good members on that commitee who have been examining each 
individual very carefully. So do not come here, Senator, and tell us 
about some imaginary man 18 years of age. 

Senator Rosertson. That is not imaginary. This was in a very 
responsible paper. 

Senator Me ‘CarTHY. Get his name. 

Senator Rorerrson. And they said—— 

Senator McCarrny. I don’t care what they said. Get us his name. 

Senator Rorertson. I don’t keep a file on all these 

Senator McCarruy. Then give us his history. 

Senator Ronerrson. They give the history in this article that he was 
connected with the Communist group when he was in college at 18 years 
of age. 

HOUSING PROGRAM 


Chairman Brinees. Dr. Conant, one of the things this committee has 
had brought to its attention is this housing program in Germany. We 
noticed in the justifications $5,348,000 is requested for the housing pro- 
gram, The Committee on Government Operations has investigated 
some of these situations, and we have had various reports made to this 
committee. The tenor of those reports and statements made to us is 
that the housing cost per unit is far too excessive. Your Director, 
Mr. King. admitted that the administrative costs are obviously high. 

Could you spe nk to that, or do you have somebody here who can? 
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Commissioner Conan. I have somebody here who can speak to it 
in detail, but may I just give you my quick view of it as I see it ¢ 

Chairman Briwcrs. Yes. 

Commissioner Conant. This is what is left of the $19 million pro- 
gram which we had. It has been reviewed by one committee of Con- 
gress and by the Bureau of the Budget as a result of that review, and 
we are putting in for thisamount. It is therefore a very much reduced 
amount, and it will result in a very limited amount of housing. 

The $19 million, all of this, of course, is in deutschemarks and was 
designed to take care of a much needed group of America Houses, two 
of them, and some consulate housing. You understand this is con- 
sulate housing and America House program. This is what is left of 
the program. It has been approved by the Bureau of the Budget and 
the Brownson Subcommittee of the House. 

Mr. Wolfe here, who has been in charge of the housing and the 
other housing, is ready here, and if you would like to ask him questions 
about it 

Chairman Brivcrs. We will in due course. I have 2 or 3 more 
questions to ask you. 





SCREENING OF GERMANS VISITING THE UNITED STATES 


We have had many thousands—I think some 10,000 Germans— 
come over here visiting our country for various purposes, to acquire 
know-how of American techniques and so on. What process is used 
in screening these Germans that are coming to America! Are all 
our factories open to them with possibly highly confidential machines, 
methods, or information? Who is responsible for screening them, 
and how is it done? 

Commissioner Conant. If I may say so, Senator, I am surprised 
that anything confidential is shown to them any more than to Ameri- 
eans who might be visiting. I would have supposed that the security 
here would be taken care of by the security officers. In any part of 
the Government that I have occasionally worked for on that thing, it 
would not be the problem of the exchange to determine whether or not 
a man was a good security risk, because there are many factors in- 
volved besides his loyalty and free will and discretion and so on. 

These people, I am not sure whether they get a complete loyalty 
check. Iam told they do get a security check. 

Chairman Brinces. By your staff ? 

Commissioner Conant. Mr. Boerner, of Public Affairs, I think can 
answer that. 

Mr. Borrner. There is a check made of every applicant who has 
passed beyond the first-screening process. Then, in order to get a 
visa, there is another check. 

Chairman Briers. Who is your official representative who gives 
this check in Germany ? 

Mr. Boerner. It is our security people. 

Chairman Brinees. Who are these security people? What are 
their qualifications? Do you have a list of them? 

Commissioner Conant. Mr. Wolfe, who is in charge of the security, 
might be able to answer that. May I ask him to answer it? 

Chairman Brivens. Yes, sir. 
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Mr. Wotre. Yes, sir; we have a security office composed of six 
American security officers appointed by the State Department initi- 
ally and sent to Germany. 

Chairman Brinees. What are their basic qualifications ? 

Mr. Wore. Normally, most of them have been with the FBI at 
one time or another. Out of the 6, 5 of them are college graduates, 
All had experience in investigations. 

Chairman Brinces. Could you furnish to the committee the names 
of the six, and furnish us with information as to their previous train- 
ing which bears upon their ability to decide an issue on security ? 

Mr. Wotrr. Yes. 

(The information referred to follows :) 


HICOG Security PERSONNEL 


Jack B. Minor Joseph B. Alexander 
John L. Barrett John B. Drury 
Ronald A. Gaiduk Jerome S. Wrubel 


OFFICE oF SEcURITY, PHysIcaAL SECURITY AND FOREIGN OPERATIONS STAFF REGIONAL 
Securtry HEADQUARTERS, BONN 


BIOGRAPHIC DATA 


Jack B. Minor (regional security supervisor) 

Born: April 5, 1911, Denver, Colo. 

Education : 1929-33, University of Nebraska, B. S., B. Admin; 1933-37, Uni- 
versity of Nebraska, College of Law, LL. B. 

Employment: September 1934, to June 1937, coach and instructor of swimming, 
University of Nebraska. August 1937, to March 1946, special agent, FBI. June 
1946, to October 1947, part owner-manager of taxi company in Meridian, Miss. 
November 1947, appointed security officer, Foreign Service. March 1948, Sydney, 
Australia. July 1949, regional security supervisor, Rio de Janeiro. September 
1949, regional security supervisor for Germany (regional headquarters trans- 
ferred to Bonn in 1951). 


John Lafayette (Jack) Barrett (regional security officer) 


Born: November 29, 1917, Kansas City, Mo. 

Education: High school graduate; University of Missouri, Columbia, Mo., 
1937-41; University of Mexico, summer of 1939; University of Texas, Austin, 
Tex.,1945-46; Tyler Junior College, Tyler, Tex., 1946-47. 

Employment: 1941-45, United States Army, major, overseas service, intelli- 
gence officer, tank commander; 1945, Bureau of Economic Geology, University of 
Texas, Austin, Tex.; 1946, Texas Memorial Museum, University of Texas, Austin, 
Tex. ; 1946-47, Trowbridge Sample Service, Tyler, Tex. ; 1947-49, security officer, 
American Embassy, Lisbon, Portugal ; 1949-51, regional security officer, American 
Embassy, Mexico, D. F., Mexico; 1951-62, regional security supervisor, Mexico; 
1952-53, regional security officer, Bonn. 


Ronald A. Gaiduk (regional security officer) 


sorn: November 28, 1921, Kharkov, Russia. 

Education: City College of New York, A. B. degree, 1942. 

Employment: 1942-47, United States Army; separated as captain; 1947-49, 
DA employee, CAF-11, senior investigator and United States member Allied 
Denazification Committee in Berlin; 1950-53, regional security officer at Frank- 
furt and Bonn, Department of State (HICOG employee). 


Joe Ben Alexander (regional security officer) 


Born: August 24, 1916, Reidsville, Ga. 

E lucation: Cumberland University, 1936-38, LL. B. 

Employment: 1935-36, teller in Central National Bank, Carthage, Mo.; 1939, 
short period of service with General Accounting Office; 1939-43, civilian em- 
ployee with Office of Secretary of War, Civilian l’ersonnel Division, senior 
administrative assistant; 1943-46, United States Army, second lieutenant, in- 
vestigation of Japanese war crimes and other Judge Advocate duties; 1946-50, 
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self-employed managing timber and farming interests; 1950-52, special agent, 
Department of State; 1952-53, regional security officer, HICOG, Bonn. 
John B. Drury (regional security officer) 


Born: July 3, 1911, Norfolk, Va. 
Education, 1930-34, George Washington University, A. B. in foreign service; 


1935-39, LL. B. 

Employment : 1934-39, messenger, clerk, and chief clerk, FBI; 1939-46, special 
agent, FBI; 1946-48, technical representative, Schenectady Varnish Co. ; 1948-49, 
self-employed salesman for home equipment; 1949-52, security administrator, 
Trans-World Airlines; 1953, regional security officer, Regional Security Head- 
quarters, Bonn. 

Jerome S. Wrubel (technical security officer) 
sorn: August 25, 1923, Middletown, Conn. 

Education: September 1941 to June 1942, Wesleyan University, Middletown, 
Conn.; September 1942 to February 19438, University of Connecticut; February 
1946 to June 1949, University of Connecticut, B. 8S. degree. 

tmployment: June 1942 to August 1942, Russell Manufacturing Co.; February 
1943 to November 1945, United States Army (present Reserve rank, second lieu- 
tenant) ; November 1945 to February 1946, unemployed; 1949-50, development 
engineer, Newton Co., Middletown, Conn.; 1950-53, technical security officer for 
Germany. 

Chairman Bringes. In other words, they go through a kind of rou- 
tine screening by your security office; then it is up to the officials in 
this country, as Dr. Conant said, after they arrive, to decide how 
much they are shown or how much they see. That is done on the 
basis of the check, which is a very routine check; is that right ? 

Mr. Borrner. The check for the visa is a pretty long check, sir. 
They fill out a long questionnaire. Just how that is handled, I don’t 
know. 


POLICE CHECKS 


Mr. Worre. This check, sir, is principally on the basis of police 
checks, our Berlin document center, which carries an entire history of 
every German, developed after the war; a character check, his educa- 
tional qualifications. All those checks are made. 

It is not a check as to loyalty to the United States or it is not any 
kind of check which would grant him access to confidential informa- 
tion of the United States. 

Chairman Brincgs. But it is a check to see whether your security 
people consider them Communists or sympathetic to communism? 

Mr. Wotre. Yes, sir. 

Chairman Briners. Is that the primary purpose of the check ? 

_ Mr. Wotre. That and the character or police derogatory informa- 
tion. 

Senator McCarrny. Mr. Chairman, may I interrupt at that point? 

Chairman Brivges. Yes. 

Senator McCarrny. Do I understand that you bar those people 
if you find they are members of the Communist Party ? 

Mr. Wotrr. Yes. 

Senator McCarrny. Do you have an order to that effect ? 

Mr. Wotre. I would not say it is necessarily an order; it is a 
standard operating procedure. 

Senator McCarruy. Has there ever been an order to that effect, 
do you know? 

Mr. Wotre. Yes, sir. I am sure there has been. 
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Senator McCarruy. May I ask the Chair to request that that 
order be presented to the committee. 

Mr. Worrr. I think it is also in the law as well. 

Senator McCarruy. Do you think you could present that to the 
committee? 

Mr. Wo rr. I think I can find it. 

Senator McCarruy. The original order as signed. 

Mr. Wotrr. I will try to. 


(The document referred to follows :) 


Careful security checks are carried out in Germany for every German coming 
on the exchange program to the United States. Any German who is a Communist 
or a member of any totalitarian group whatsoever is excluded from selection by 
Public Law 414, 82d Congress, section 212 (a), paragraphs 27, 28, and 29. This 
act, known as the McCarran-Walter Act, went into effect December 24, 1952, 
and sunerseded Public Law 831, 8Ist Congress, September 23, 1950, which had 
formerly governed. 

Many factors are considered in selecting the exchange. The persons adminis- 
tering the exchange program in Germany have worked out careful procedures 
to assure that the most desirs ible persons are selected and that undesirable 
persons, especially those who are members of totalitarian groups, are eliminated. 
The final Teas kk, however, is not made by the exchange-of-persons staff but by 
the HICOG security staff in connection with procurement of the visa. The 
Department, through its Visa Division, has issued a series of instructions under 
which the consulates in Germany work. These instructions constitute orders to 
the visa sections of each consulate and assure adequate investigation of each 
exchange applicant. These circulars are Foreign Service Visa Circular No. 323, 
April 18, 1951, Foreign Service Visa Circular No. 382, April 1, 1952, and Foreign 
Service Visa Circular No. 382 annex, April 1, 1952. The most pertinent circular 
has been filed with the committee. 


WORK-STUDY TRAINEE PROGRAM 


Chairman Brinces. Before we leave this, I have one other thing. 
We have a report from one of the former officials of the German center, 
and the report is this: 

German trainees, under the work-study trainee program conducted by the 
Productivity and Technical Assistance Division of MSA, are said to be very 
frequently selected or approved because of their membership in the Social 
Democratic Party. It is also alleged that the programs are carried out in the 
United States in such a way that the work students are imbued with the advan- 
tages of public ownership and socialism over private ownership and capitalism. 

Do you want to comment on that? 

Commissioner Conant. I would like to point out that that is not 
part of the exchange program presented in this budget. This is an 
MSA program. 

Chairman Bripces. And which we will deal with when we consider 
the MSA appropriation ? 

Commissioner Conant. That is right. I am afraid you should ask 
those people rather than ask us on that particular program. 

Chairman Bripces. Senator Dworshak ? 

Senator DworsHax. On page 5 of your statement you remark that 
Germany is a key area in the proposed European defense community. 
Can you tell us briefly what the current status is? 


GERMANY’S ROLE IN EUROPEAN DEFENSE COMMUNITY 


Commissioner Conant. Yes. The legislative process of the ratifica- 
tion of the treaty and what we call the contractuals, which are our 
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contracts between the occupying powers and the German Republic, 
have been completed. The Bundestag, the lower house, and the upper 
house passed it. The opposition party, the Socialist Party, has taken 
a test case before the Constitutional Court: and what the outcome of 
that will be, of course, would not be proper for me to comment on 
before the court. 

Senator Dworsnax. Have any other countries in Europe ratified 
this? 

Commissioner Conant. No; they have not, 

Senator Dworsnax. Do you think the outlook is good for ratifica- 
tion ? 

Commissioner Conant. I venture to be an optimist about it. 1 
think next fall, when elections in various countries are over, there are 
very bright prospects that these treaties will be ratified, for the reason 
I said the other day, publicly. I see no alternative. 

Senator Dworsuax. They are very esential in defending western 
Europe? 

Commissioner Conant. Yes. They are part of a total movement 
toward European integration without which many leading people in 
both Germany and France, I am told, are convinced western Europe 
cannot survive. 

Senator DworsHak. Just as important as NATO? 

Commissioner Conant. From the point of view of Europe, just as 
important, because they are one step of which the Schuman plan was 
the first step. 

Senator Dworsuaxk. Years after the end of hostilities we are be- 
coming impatient with the failure to do something practical instead 
of merely pointing to blueprints. Do we have some possibility of 
getting something else besides blueprints? 

Commissioner Conant. Yes. During quite a period of that 8 years 
we were, as allies, engaged in demilitarizing Germany, and a changed 
picture is only about 3 years old, 1950. 

Senator Dworsuak. Is the attitude of the other countries in western 
Europe that it is improving insofar as the inclusion of Germany is 
concerned ¢ 

Commissioner Conant. I cannot speak about the other countries; 
I can speak only about Germany. 


RELATIONSHIP WITH MILITARY AND NATO 


Chairman Briners. Would you explain to the committee your re- 
lationship with the military command and with NATO, and also 
your relationship with MSA? 

Commissioner Conant. Let me take the first question first in re- 
gard to the military. The commanding officer of NATO is General 
Ridgway, at the moment and General Gruenther to be, and the Deputy 
who is in charge of all American forces in Europe, is General Handy 
whose headquarters are at Frankfurt. Under him, leaving the Navy 
out, which plays a very small part in Germany with just a couple of 
boats on the Rhine, the Air Force commanding general is General 
Norstad, but he is also the Deputy for NATO. So he turns over, as 
the Deputy, the American Air Force command in Germany to Gen- 
eral Landon. His headquarters are at Wiesbaden. The American 








42 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


Army is now in the command of General Bolte whose headquarters 
are at Heidelberg. 

It has been officially decided my point of contact as United States 
High Commissioner will be General Bolte in Heidelberg. So I deal 
with him frequently, attend a staff meeting once a month at Heidel- 
berg to work out any mutual problems we may have. There might 
be something involving the relations between the nates and the 
civilian population. As long as I am the United States High Com- 
missioner, that is my responsibility. He would get in touch with me. 
If the Germans have complaints, they would get in touch with me. 
I am glad to say no such incidents have occurred, but I have had evi- 
dence the people in the field have been very useful to the officers in 
command of troops in keeping good relations between the Germans 
and the American troops. 


OCCUPATION COSTS 


The problem of occupation which we got into earlier, it is my res- 
poaeeny as a member of the Allied High Commission to negotiate 
with the Germans the amount they will pay for these so-called occu- 
pation costs for American troops. Those are the types of problems 
which we have. ‘There are many other minor ones in the past like 
hunting and fishing licenses. Most of those are disappearing. As 
soon as we get into ‘the status in which the United States High Com- 
missioner’s Office disappears and becomes an embassy, these problems 
will become still smaller. 

Berlin has a military man who is both responsible as a military 
man to General Bolte and on the civilian side tome. He is my Deputy 
and General Bolte’s, too. We work out the Berlin problems together. 


MUTUAL SECURITY AGENCY 


The second question you asked was the MSA. It started with Mr. 
McCloy who was the first United States High Commissioner, and 
he arranged that he would not be only High Commissioner but would 
be the Chief Mutual Security officer there. I have taken that over. 
I have under me a head of the Economic Office who is the man who 
keeps in touch with the MSA group here with a special representative 
in Paris. 

He had a separate budget for funds in the days when there was 
money appropriated for economic aid. Those days are over, except 
possibly for Berlin. He combines both the ec onomic functions of 
the State Department required by law and carries out what will be 
the new directives of our Mr. Stassen. 

Senator Maysank. For the record, to follow what Dr. Conant 
said, would you list when you went to Germany and what dates 
you took these things over? 

Commissioner Conant. I think it was February 11 that I arrived. 
I think I was sworn in—but you are not concerned with the actual 
date—but I arrived in Germany February 10. 

Senator ELtenver. Since that time have you examined into what 
was done by your predecessor? 

Commissioner Conant. Not in the sense of holding a formal inves- 
tigation, but I have done what I could to familiarize myself with the 
organization, with its problems, and with the problems in Germany. 
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Senator Exi#xpver. Have you discovered things that you would 
have done in another way than the way he did it? 

Commissioner Conant. I would not want to pass judgment on 
the past. 

Senator Ettenper. Why not? 


DECREASED BUDGET 


Commissioner Conant. Because the situation has been changing so 
fast and I think that is very important to bring out. The interesting 
thing as I look back over it—look at the size of this budget the way 
it has been decreased. 

Senator Exvuenpver. I am very much disappointed it is not de- 
creased more because 2 years ago we were told that the chances are 
that the State Department could take this over by way of an ambassa- 
dor. 

Commissioner Conant. I am disappointed, too. 

Senator Etitenper. Two years ago Mr. McCloy sat right where you 
sit and said by 1952 or 1953 there would be no nec essity of appropria- 
ting this huge sum that we are now again being asked to appropriate. 

Commissioner Conant. It is much less. 

Senator Exzenper. About 20 percent. 

Commissioner Conant. But 2 years ago it was very much larger. 

Senator Exvtenper. You mean 1952 was $101 million? 

Commissioner Conanr. Then it dropped by half and now it has 
dropped by 25 percent. 

Senator ELLenper. I have it before me. Do you know how much 
money is being spent by the State Department other than these funds 
they are now asking for in order to administer this? 

Commissioner Conant. No. 

Senator Evtenper. I think we ought to have that in the record here 
and I suggest someone furnish it for us. 

Mr. Witeer. We will furnish it. 

(The material referred to follows :) 

No additional funds are appropriated to the Department of State for admin- 
istering the occupation of Germany. Traditionally there has been Lo ited 
as a part of the “Salaries and expenses” appropriation slightly over $2 million for 
the normal conduct of consular and diplomatic relations but the Committee report 


for 1954 stipulated that these expenses should be borne by the Government in 
occupied areas funds. 


SURPLUS PROPERTY CREDITS 


Senator Exxenper. I notice of the money you are now asking, $25,- 
800,000 is being drawn from surplus property credits. Do you know 
how much there is left in that kitty at the present time ? 

Commissioner Conant. I can give you that figure if you will allow. 
I do not carry it in my mind; Mr. Wolfe does. 

Mr. Wo tre. were it was about $200 million. There has been 
drawn from that $18 million worth this past year including the sum 
of about one million dollars for the Fulbright program and about 
another half million dollars for construction work done there several 
years ago. 

Senator EL.enper. So about $1814 million from $200 million would 
reflect the amount you still have? 
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Mr. Worre. Roughly $180 million worth of credits. 

Senator ELLenprer. Why do you not use more of those funds? Why 
do you come here to ask for some more American dollars to the extent 
of $14,100,000 ? 

Commissioner Conant. We believe we have taken every expense we 
could and have put it on the deutschemark budget. 

Senator ELtenper. Why cannot you take more? 


EXCHANGE PROGRAM 


Commissioner Conant. The exchange program, $3,400,000 is money 
that these people have to spend here in America. It has to be American 
dollars. 

Senator E.Ltenper. What is your evaluation of that exchange 
program ? 

Commissioner Conant. Excellent. I think it has done a splendid 
job. 

Senator Exitenper. You know at first, particularly was that true 
with the scholarship, the exchange of students? We were supposed to 
use the moneys we had abroad, the credits we had abroad, but now we 
find ourselves deeply involved in going deeper and deeper into the 
Treasury. Do you think that is beneficial in the light of present 
conditions ¢ 

Commissioner Conant. I do for the German program. I am pass- 
ing judgment only on that. 

Senator Exnenper. The same argument you are now advancing that 
it is good for Germany applies and is good for every other country 
in the world. It is being advanced as ardently as you are doing it. 

Commissioner Conant. It may be. But may I point out there is a 
good deal of evidence indicating the unique position of Germany in 
the complex situation of today. My whole justification for this pro- 
gram, which I sincerely wish were smaller, is this very special situation 
that confrontsthe world and the United States in Western Germany. 

Senator ELrtenper. That same argument was advanced 2 years ago, 
that it was awful then. I do not see much improvement. 

Commissioner Conant. I would submit that the budget is smaller. 
I think we are nearer ratification. Nobody regrets more than I that 
this is still the High Commissioner’s office. When I landed in Ger- 
many I said, “I come as United States High Commissioner. I wish I 
were here as an Ambassador.” 


NEED TO CONTINUE PROGRAM 


Senator Exxenper. Is it your considered judgment that we must 
continue with this program as you are now advocating it until the 
treaty is actually ratified ? 

Commissioner Conant. It would be my judgment that for the com- 
ing year we should spend this amount of money. That is as I said in 
my opening statements. 

Senator Ertenper. That was not my question. 

Commissioner Conant. The consequences if you did not, I think, 
would be these political repercussions in Germany which I think might 
be quite serious. The Germans are looking to see whether or not we 
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are continuing our interest. You have seen the news in the last week 
of these new Soviet moves. 

Senator ELLenper. Continuing your inter ‘est putting up funds? 

Commissioner Conant. No. ‘They said “We want trade, not aid.” 
This program represents to them our continuing interest in the whole 
development of their democracy and their political form of govern- 
ment. That is, this public aifairs program. Most of the other things 
we could not cut out because we are required by law to carry them on 
one way or another as long as we are in occupation status; the court 
system, for example. 


LEGAL STAFF 


Senator Exrenper. Mr. McCloy had quite a few lawyers who were 
engaged in drafting the agreements respecting the treaty that we were 
talking about before. Are those lawyers still employed ? 

Commissioner Conant. We have a legal statl, not as large as he did. 

Senator ELLeNpEeR. Have you any left over from the group that had 
to do with the preparation of all these agreements leading to the treaty ? 

Commissioner Conant. The great advantage of lawyers, you can 
move them from one job to another. 

Senator Exienper. | understand that. That is the trouble with our 
Government today; they are moved from one place to the other. 

Commissioner Conant. [ would like to say that in this Legal Affairs 
Department which you will find the numbers for here—— 

Senator E.tenper. How many did you have 2 years ago when you 
were in full bloom trying to get your agreement together that led to 
the treaty? 

Commissioner Conant. In the 1952 budget we had 124 Americans in 
legal affairs. 

Senator Ferauson. Were those all lawyers ? 

Commissioner Conant. I suppose that would represent them. Two 
hundred and nineteen Germans in this legal affairs section, and the 
budget we are presenting and asking you for is 48 Americans and 103 
Germans. 

Senator ExLenper. Why do you need so many ? 


CONTINUATION OF COURT MATTERS 


Commissioner Conant. We are still running a court system. We 
have been asked to negotiate I do not know how many new treaties, 
one of which I signed with the Chancellor before I came over, 
one small treaty to get a start on the friendship arrangements 
with trade and so on. I went over this budget with the head of each 
department. The man who is head of the legal affairs, a New York 
lawyer, I was fortunate enough to persuade to come over for a year. 
He said he could not get on ‘with any less than he has now and do 
the job. 

Senator ELtenper. Are those lawyers engaged exclusively with the 
courts? 

Commissioner Conant. No; some of them are engaged in the courts. 

Senator Ettenper. I mean in the conducting of those affairs such 
as court matters. 

Commissioner Conant. Would you give xn estimate of the loa: 4 
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Mr. Wo re. It is better than half. Of the 48 total staff—lawyers 
and their secretaries, as well—30 of those would be automatically 
dropped when we get ratification. That includes the district at- 
torney’s office as we Il, which carries on all the cases’ of Americans 
throughout Gernamy. 

Senator Ettenper. Have you any left over from those who assisted 
in drafting the agreements that led to the treaty ? 

Mr. Worre. Yes, sir. There are a few left to carry on the work on 
the law committee of the Allied High Commission. 

Senator ELLenper. Why is that necessary / 

Mr. Worre. Because we are still in an occupation status. 

Senator ELttenprer. What connection has it with the treaty since 
the treaty has been ratified as far as we are concerned ¢ 

Mr. Wotre. It has been ratified as far as we are concerned, but not 
as far as the rest 

Senator Exxenper. I understand Germany has ratified. 

Commissioner Conant. We are still in occupation. 

Senator ELtenper. Why is it necessary to have lawyers to study a 
thing insofar as we are concerned, and Germany, that is a fair 
acempli$ 

Mr. Wore. Under the contractual agreements it was necessary to 
establish arbitration tribunals, boards, and commissions which total 
about 29 Americans which will have to carry on after the occupation 
is ended until there is a unification of Germany at a final peace treaty. 

Senator Extenper. Are we to understand new jobs will be provided 


after the treaty is settled ? 





DATE OF RATIFICATION 


Commissioner Conanv. It is all in here. We are assuming the 
treaties are to be ratified by October 1. That is the date we have set 
this thing up for. We have items in here taking care of it because we 
are required by the treaty to do so. 

Senator Frrauson. Do you anticipate the treaty will take effect in 
October ? 

Commissioner Conant. That is what we are budgeting for—Octo- 
ber 1 

Senator Fercuson. The rest of the budget is on the basis that it will 
be a free and independent nation ? 

Commissioner Conant. Within the limits of the contractuals. 

Senator Fereuson. As far as that treaty is concerned ¢ 

Commissioner Conant. Within the framework of the treaty. 

Senator Fercuson. How long do you think it will be before Russia 
is going to ratify and make a united Germany ? 

Commissioner Conant. Russia has not been asked to ratify this. 

Senator Fercuson. No, but I am talking about the other part of the 
budget. Are we going to continue on indefinitely with the other part 
of the budget from October ? 

Commissioner Conant. These tribunals that are set up here will, I 
think, under the gradual arrangements, gradually finish their work. 
I think they are a transitional group of organizations. What they 
have to do is provide here. Many of them are to finish up the thing, 
looking forward toa period when you can get a unification of Germany 
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and Germany becomes completely free of these contractuals. Then 
this disappears. 

Senator Ferauson. What do you anticipate on that? You have this 
other marked October 1. 

Commissioner Conant. I am afraid I cannot give you a date on 
that. When it depends on the total world situation, within the next 5 
years, possibly. 

Senator Frereuson. Can you give us how much of this budget in 
dollars is up to October and how much is after ¢ 

Senator Hutenper. This is on a year basis. 

Senator Frercuson. I want the percentage of the cost in this. 


RATIFICATION EFFECT ON PERSONNEL 


Mr. Wo tre. I will answer that question this way: There are 149 
jobs in this budget, 120 of which automatically go out of business the 
day we get ratification. This budget is developed on a basis of ratifica- 
tion by the 1st of October. 

Senator Fereuson. 1 want to know the cost after that, per year, the 
differences between the cost as it is now and that cost. Is this a revised 
budget? Is this the Eisenhower budget ? 

Commissioner Conant. It is the Eisenhower budget whittled down. 

Senator Fercuson. What is the difference between the Eisenhower 
budget and the Truman budget ? 

Commissioner Conant. About 8 percent less. 

Senator Extutenpver. Dr. Conant, I notice here in the figures for 
administration in that item of $5,802,050, it is from that fund these 
lawyers are paid. 

Commissioner Conant. Conduct of relations, the administration 
is the administrative overhead, roughly. 

Senator Extenper. How many other perme did you have em- 
ployed conducting these negotiations that finally led to the treaty ¢ 

Commissioner Conant. | suppose largely this reduction in staff 
which I called your attention to, the difference between 128 and 48, 
something like that. Largely, that reduction was due to the fact that 
work had tapered off. One hundred and twenty-four is the figure. 
We had 124 Americans in the 1952 budget, actually. 

Senator ELtenpver. Those are lawyers ? 

Commissioner Conant. Yes; that is right. 

Senator Extenper. In the conduct of relations with Germany, 
what other affairs were conducted other than the agreement which 
finally led to the treaty ¢ 


CONDUCT RELATIONS PROGRAM 


Commissioner Conant. The usual tremendous amount of staff re- 
porting required by law, all the normal functions of an embassy, all 
the relations with the German Government. All the things that are 
carried on, That is what comes under our conduct of relations with 
the German program. It is spelled out here in a little detail. 

Senator E.xenper. As I recall, the treaty was ratified quite some 
time ago. 

Are we to understand those people are still on the payroll? 


35192-—-53—— 4 
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Commissioner Conant. Not the people involved in that particular 
thing. Most of them are gone. Those positions turn over. The con- 
duct of relations program is our way of stating that the phraseology 
used in this budget for what might be said to be the normal embassy 
relations between the United States Government and the German 
Republic. 

Mr. Wotrr. May I give you a figure on that? For instance, in the 
conduct of relations’ portion of this budget the number of Americans 
has been reduced from 1952. 

Senator Ertenper. I am talking about this current year. You have 
had a lot of people employed who were connected with the drafting 
of this agreement preceding its signing; is that true? 

Mr. Wotre. Yes. 

Senator ELLenper. Where are those people now ? 

Mr. Wourr. They are gone. During this past year over 70 positions 
have been dropped. 

Senator EtLtenprer. How much money are you going to return to the 
Treasury ? 

Mr. Wore. During this past year? 

Senator Exrenver. No, this year. 

Commissioner Conant. It is the cut that represents the difference. 





RETURN OF FUNDS 


Senator E:tenper. If you have discharged a lot of people during 
the year, you have certainly made some savings. 

Mr. Worre. It is equivalent of about $114 million. 

Senator Ettenper. You are going to return to the Treasury ? 

Mr. Wore. That is right. 

Senator Eutenver. In other words, from the appropriations we 
made last year, you are going to return $114 million. Is that is cash, 
American dollars, or are these funds from ‘surplus property ¢ 

Mr. Woure. It is part in dollars and part in marks. 

Senator ELLenper. Can you give us a breakdown of that? 

Mr. Woxrr. I would say it is one-third dollars and two-thirds 
deutschemarks. 

Senator Exvtenper. Can you give us a breakdown for the record 
as to what this $114 million is made up of ¢ 

Mr. Wotrer. Yes, sir. 


(The breakdown referred to follows :) 
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Savings in 1958 funds 


Deutsehe- . 
oll: . 
Dollars marks Total 
Overseas expenses 
Salary expenses . +$125, 098 $27, 615 +$97, 483 
Nonsalary expenses 
Travel - . 157, 992 157, 992 
General operating —156, 562 200. 000 356, 562 
Building operating 
Representation 
Official residence 
Total nonsalary ‘ J | 314, 554 — 200, 000 514, 554 
| 
Public affairs program | 
Information services 
Press es 200, 000 200, 000 
Publishing | 
Radio | 
Motion pictures | 165, 47¢ l 6 
Subtotal 365, 476 845, 476 
Cultural affairs 4125, 000 $25, 000 
Exchange of persons 5, 000 — 200, 000 205, 000 
is Special projects 
Total public affairs --. = — 5, 000 990, 476 995, 476 
v1 ov 
“ee Total overseas expenses 194, 45t —1, 218, 091 1, 412, 547 
domestic activities 10, 479 10, 409 
Cagnnd GREE nccocaseebanctoanesewesicce> 0 — 204, 935 —1, 218, 09 1, 423, 02¢ 
Nore.—lIt is anticipated that final year-end obligations will reflect additional reductions. Savings are 


being effected wherever possible. 
CONSULAR BUILDINGS PROGRAM 


Senator Extenper. I notice your consular buildings program ac- 
counts for an increase of $3,141,000. How much of that entire amount 
will be taken out of this surplus property fund ? 

Mr. Worre. All of it, sir. 

Senator ELtenper. Even to the administration of the program ? 

Mr. Woxre. Yes, sir. 

Senator Etitenper. I am glad to hear that. 

Mr. Wotre. I must mention this, except maybe for 2 percent of my 
time, that may be taken in my salary which is paid in dollars. But 
the entire construction program, including the architect’s fees and all 
of that is definitely paid out of the deutse -hemarks. 

Senator Extenper. A while ago you indicated that of the entire 
amount of the budget that only 4 $14,100,000 was to be taken out of 
American dollars. You stated that $3.4 million of what was needed 
for the students’ program. What other programs are you carrying on 
in which we need American dollars? In other words, can you account 
for us specifically why it is that you cannot use more of the surplus 
funds that we have as a credit in Germany ? 

Commissioner Conant. If we could look at table I, I could give you 
a rough figure there of the programs that use up American dollars in 
large amount and pick them out. Perhaps that would be the best way 
of doing it. That would give you the best illustration. 

It is a complicated set of figures which I am sorry for but it seems 
to be the only way they have ‘been presented in the past and the way 
they are now. The estimated 1954, the budget we are presenting to 
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you, overseas salary expenses, those are the ones that run into dollars 
because you cannot pay Americans overseas anything except dollars. 

Senator Exxenver. They live in Germany and pay rent there, do 
they not ! 

Commissioner Conant. No; most of them do not pay rent. They 
get their houses free. 

Senator Exvitenper. Do they not buy groceries? 

Commissioner Conant. They buy their groceries, but very largely 
from the PX. 

Senator Fercuson (presiding). They pay dollars for those? 

Commissioner Conant. That is right. 

Senator Frreuson. Could not some arrangement be made to have 
this paid out of counterpart funds? 


PAYMENT IN DEUTSCHEMARKS 


Mr. Wotre. Yes, sir. There is a very simple way to do that. I 
use deutschemarks every month and I go to the cashier’s office and 
get a dollar check c ashed to get deutschemarks. 

Senator Fercuson. You give them a dollar in cash. Why could 
not part of your salary be in these counterpart funds? What per- 
centage of your pay do you spend in Germany ? 

Commissioner Conant. It could by changing the law. 

Senator Fercuson. What part do you spend i in Germany ? 

Mr. Wo tre. I would say that half of my salary is spent in deutsche- 
marks, 

Senator Frreuson. What law is there that prohibits the Federal 
Government paying you in deutschemarks? Is there anything in the 
law there? 

Commissioner Conant. I am merely going from MSA experience. 
Their experience has been that it could be. 

Senator Fercuson. Will you point out in MSA where there is 
anything in the law prohibiting them from paying in the currency 
of the country ? 

Commissioner Conant. I can get it for you. 

Senator Frrcuson. A lot of that currency is held here in the 
Treasury. 

Mr. Woxre. I would like to make a suggestion on that because it 
can be done very easily. When I go to my cashier’s office to get a 
dollar check cashed in deutschemarks, if that dollar could then be used 
to come back to the United States Treasury, we could use some of the 
surplus deutschemarks in the Treasury to cash those checks with. 

Senator Frrevson. What happens to that check today that you 
go and get the deutschemarks on ? 


FOREIGN EXCHANGE TO GERMAN GOVERNMENT 


Commissioner Conant. It is a foreign exchange to the German 
Government. 

Senator Fercuson. So the Germans get it? 

‘Commissioner Conant. Yes, sir; just as if you buy anything else. 

Senator Ferguson. You are buying genuine marks aramele 
German Government ? 

Commissioner Conant. Certainly. 


y the 
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Senator Frereuson. So we are giving them a dollar in American 
currency ? 

Commissioner Conant. A great deal of our troups are there. 

Senator ELtanper. Since we have $200 million less $1814 million, 
why in the name of common sense could not that exchange be made 
and purchase that credit rather than buy it in Germany ? 

Mr. Wo rr. There is one thing this does do. 

Senator McCarruy. May I interrupt? What time will you re- 
sume this afternoon? I have a sizable number of questions to discuss 
with the witnesses and I have got to leave. 

Senator Fereuson. I could not give you a time now because an 
Agriculture Committee meeting is scheduled this afternoon. It is 
possible this may have to go over until tomorrow morning. 

Senator McCarruy. You do not intend to finish up this morning ? 

Senator Fereuson. That is right. 

Mr. Wotrr. Naturally, when we use the surplus property deutsche- 
marks, we are using a dollar asset. 

Senator E.uenper. But the trouble is, we are not using it. 

Mr. Wo tre. Yes, we are. 

Senator ELLenper. Just to the extent you have indicated here. 
Take with respect to your salary. You say that you spend about half 
of your salary in Germany. Why would not it be practical for us to 
use this credit we have in Germany in order to pay half of your 
salary ¢ 

Mr. Worre. It could be done. 

Senator ELtenper. Would you have any objection ? 

Mr. Wore. I would not because I am in the Foreign Service and 
I have been through this for years. It does not make any difference. 
Others may have objection. I do not know whether there is a ques- 
tion of rights. 

USE OF COUNTERPART FUNDS 


Senator Ture. What you are trying to do is to ascertain whether 
some of this salary could be charged to the counterpart funds rather 
than to be charged to the United States Treasury and you have a 
counterpart balance. There is no reason why we should not endeavor 
to draw on the counterpart balance when it is an administrative ex- 
penditure which rightfully could be charged to the counterpart funds 
rather than to be drawn on the United States Treasury. 

Senator Fercuson. What is your total payroll in Germany? How 
much does America pay her employees in Germany in dollars? 

Commissioner Conanr. Outside of the Army, of course. The Army 
is very large. 

Senator Frrcuson. We will get that later. 

Commissioner Conant. We have got it here. I would say it is 
approximately $6,350,000 per year. That is what we are asking for 
this coming vear. It was much more before. 


EMPLOYEE AND FAMILY PRIVILEGES 


Senator Fercuson. Do they not get more besides that, transporta- 
tion of furniture, rent-free? Do they not get a certain right to pur- 
chase at the commissaries? 

Commissioner Conant. Yes. 
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Senator Frreuson. Their families get the same right? 

Commissioner Conant. That is right. 

Senator Frrcuson. Then you give them medical service? 

Mr. Wortrr. We do not give dependents medical service at all. There 
is some medical service granted to the employee. One is the normal 
health room activities which we carry on there. Another is emer- 
gency hospitalization. 

Senator Frrevson. Are all these other things paid in dollars, like 
rent ? 

Mr. Wotrr. No, sir; deutschemarks. All of our local expenses are 
paid in deutschemarks. 

Senator Frerevson. Do you buy them with dollars? 

Mr. Worrr. No, sir. We use it out of the deutschemarks fund. 

Senator Frerevuson. The counterpart fund? 

Mr. Wotre. Yes, sir. 

Mr. Wixeer. The new budget is built up on the basis of buying them 
with dollars from the U. S. Treasury, if available; that is, the 1954 
budget. In prior years they have had the deutschemarks in addition 
to the dollars. 

Mr. Were. We take those dollars to the Treasury and buy these 
surplus property credits. 

Senator Frereuson. That is only a bookkeeping item. 

Mr. Wotre. That is right. 

Senator Ture. Therefore, it is the United States Treasury that pays 
for the deutschemarks? 

Mr. Wore. We have a credit of $200 million—minus what has been 
used—worth of deutschemarks which may be drawn down at the rate 
not to exceed $40 million worth of deutschemarks per year. 

Senator Tryr. Do you draw that $40 million? 

Mr. Wore. We are drawing this $25 million. 

Senator Tuyr. Why do you not draw the $40 million ? 

Mr. Worrr. Because this is all we need. Other agencies of the 
Government such as the Army may be wanting to use some of it. We 
use dollars principally for the payment of salaries of Americans. 
Anything other than that we do not use a dollar where a deutsche- 
mark can be used. 

Senator Tarr. Why do you not take from that to pay the salaries 
as well? 

Mr. Wetre. If you pay the salaries in deutschemarks; yes, sir. 

Senator Tuyr. That isthe question. Why do you not do it, because 
you have $40 million of which you may draw on per year? Why do 
you not include your salaries rather than to take the American dollar 
from the American Treasury ? 

Mr. Worrr. It could well be done. I do not know all the legal 
aspects in it. 

Commissioner Conant. It would involve a change of policy of the 
State Department. 

Senator Tuyr. Can we not have that question answered so if it 
does not involve amendment of a law, just a legal policy or a policy 
determined, then I think the policy should be changed. 

Senator Frrauson. Suppose we have them submit what they think 
in their opinion is required in order to do it. 
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Mr. Wo re. If I may suggest, I think it is the proper determination 
“ Soe 
of the General Accounting Office to determine whether American 
employees of the United States Government can be paid part of their 
salary in the local currency. 
Senator Tuyr. We will have that information? 
Senator Frereuson. Yes. 
(The information referred to follows:) 

The Department cannot compel American employees to accept salary payments 
in foreign currency because the Foreign Service Act of 1946 specifies American 
salaries in dollars (all aliens are paid in foreign currency), and the Comptroller 
General has ruled (19 C. G, 144) that American employees are entitied to salary 
payments in United States dollars only. However, the Department has not found 
it necessary to seek a change in law because all Foreign Service posts have 
followed the instructions of the Department referred to below to the extent that 
Treasury Department had foreign currency or credits which could be used. 

The following is an excerpt from the Foreign Service manual which went into 
effect for all posts on June 25, 1952: 

“572.11 Salaries.—Saltaries of American employees shall be paid in United 
States dollars by United States Treasury checks or, at the option of the employee, 
in the currency of the country where employed. In order to utilize foreign 
currency credits to the fullest extent (see I FSM V 572.12), it is essential that 
employees be encouraged to accept payment in foreign currency for the maximum 
portion of their salary which they can use, over and above the foreign currency 
paid for allowances.” 


USE OF GERMAN CREDITS 


Senator E.renper. I wonder if we could not also find out why it 
is necessary to actually appropriate the money? Here we are in- 
creasing our budget by $25,800,000. Why could not that be lopped 
off and simple authority be given to use the credits we have in 
Germany ¢ 

Commissioner Conant. We would like nothing more. I asked the 
same question the first time I looked at this budget and I have still 
to get the answer. 

Senator Frerauson. There is one reason assigned by the General 
Accounting Office and the Treasury and the Budget Office: That in 
order that they may keep track of it, they like it to go through as a 
bookkeeping item. Otherwise, they lose all track of it. 

Mr. Wotre. I might say that since December of 1949 we have ac- 
counted, audited, and disbursed funds from the counterpart exactly 
the same way as the dollars and all reports have been submitted 
accordingly. 

Senator Ferauson. You can do it the other way. 

Commissioner Conant. We used to do it that way. 

Senator Frercuson. Was there any limit on it? 

Mr. Wore. Yes, sir; last year. 

Senator Frreuson. Because it went through the way it is set up 
now, but what about it before when you were doing it? 

Was there any limit? 

Commissioner Conant. No, sir. 

Senator Frereuson. So there was no limitation on it? 


LIMITATION IN COMMITTEE REPORT 


Commissioner Conant. Last year the only limitation was in the 
committee report which we accepted as law. It was not in the 
language of the law but rather the report, and we accepted it as law. 
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Senator Fercuson. As a limitation ? 

Commissioner Conant. Yes, sir. 

Senator Frerecuson. You think a limitation could go on and you 
could do it through your own office ? 

Mr. Wo re. I am positive. We have done it for 3 years. Merely, 
the limitation is what we are after. After that you want the same 
accounting, auditing, and disbursing procedures you have in a dollar 
budget. That has been our practice continually without the require- 
ment, but we felt because it was an asset of the United States Govern- 
ment, it should have the same accounting. 

Mr. Wrizer. Mr. Chairman, I think I should point out this is a 
policy of the new administration in the 1954 budget. The total esti- 
mates are to cover both dollar and local currency requirements. 
Therefore, these estimates are prepared, as all others, on that basis. 

One other point on this check-cashing business and the employees’ 
salaries is that it has been the position ‘of the Department supported 
by legal advice to that effect, that the employment agreements with 
the United States employees are in dollar terms. To get around that 
in other operations of the Department—— 

Senator Frrcuson. Right there, what is to prevent our Government 
when you take that check—there is a gentleman here who says he takes 
his—from giving him deutschem: irks out of the counterpart fund and 
then sending that check to America ? 

Mr. Wireer. That is exactly what we do in all other operations of 
the State Department. This revelation regarding hiring surprised me 
very much. 

Senator Fercuson. Why is it not done here? 

Mr. Wiuzeer. I do not know. 

Senator Frrevson. Cannot you find out? You are from the State 
Department. Why did we make this exception ? 

Mr. Wireer. I think we ought to check into that very carefully. 

Senator Frrcvson. More than very carefully. I think you ought 
to tell us about it, why you cannot stop it today. 

Mr. Wirzer. I will be glad to advise you. 


RATE OF EXCHANGE 


Senator Frrauson. Are the employees benefited by the rate of ex- 
change ? 

Mr. Worrr. No, sir. He gets the official rate of exchange. 

Senator Frrevson. Is this just to boost the economy in Germany as 
far as the State Department is concerned ? 

Mr. Wotre. That, of course, when you are talking about the dollar 
gan 

Commissioner Conant. It helps the dollar. 

Senator Frreuson. Is this a concealed item taking care of the 
dollar gap? T have asked before how many dollars go through Ger- 
many in this way. 

Mr. Worre. Including all the troops and all the civilians it is $200 
million a year through foreign exchange. 

Senator Frrevson. So they benefit by $200 million in American 
dollars? 

Commissioner Conant. That is right. 
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Senator Frrcuson. Then we have on hand how many deutsche- 
marks that we could use in counterpart funds ¢ 

Mr. Wore. After deducting this appropriation we have on hand 
about $140 or $150 million. 

Senator Frrcuson. A year? 

Mr. Wo re. Total assets, all together. 

Mr. Wiser. Here is the way it works: All Americans throughout 
the Foreign Service are paid in dollar checks unless they voluntarily 
agree to accept payment in foreign currency. They cash their checks 
with the disbursing officers. All the requirements for foreign cur- 
rency of the disbursing officer are derived to the extent that these sur- 
plus property credits are available through United States Treasury 
sources. Therefore, when the checks are cashed for the Americans’ 
use, they are cashed with the counterpart or other foreign credit, 
whdehinte is available. 

Senator Frerevson. Not in this one. 

Mr. Wiper. Apparently not. This is the first time I knew of 
this. 

Senator Ferauson. That is what we are trying to find out now, the 
ramifications of it. 

We will recess until 2: 30 this afternoon. 

(Whereupon, at 12 noon a recess was taken until 2:30 p. m.) 


AFTERNOON SESSION 
DOLLAR PAYMENT TO AMERICANS IN FOREIGN SERVICE 


Senator Brinces. The committee will come to order. 

We will continue with the testimony of Dr. Conant, the High Com- 
missioner for Germany. 

Commissioner Conant. I take it there has been a policy established, 
whether by law or Executive order I don’t know, that Americans in 
Foreign Service are paid in dollars. And it is under those conditions 
that this budget is drawn. As Mr. Wolfe said, I don’t know why some 
of them could not be paid in deutschemarks. Offhand, I don’t see 
any objection to it. Indeed, he gave some pretty good arguments 
for it. But it would not be in my competence to draw on that basis. 
It would be in the budget at least. On everything else I want to testify 
that as far as we can within this framework, we try to put everything 
on the deutschemark side, although I remind you that in so doing we 
are drawing down an asset of the United States Government, which 
is not unlimited. On the contrary, it is only $200 million roughly, 
and therefore will be exhausted one way or the other by this drawing 
off or by something else in the course of time. It is real money. 

Chairman Brwcrs. Would you, therefore, have your budget officer 
study and submit possible language for a method of using more for- 
eign currency for that purpose for the benefit of the committee ? 

Commissioner Conant. It would be our suggestion, because we are 
operating within the framework of the budget , and I do not know to 
what extent we would have to go back and get that orientation to make 
such an unorthodox suggestion, even to this committee. 

Chairman Brinegrs. On page 5 of your testimony you say: 


Moreover, Germany is a key area in the proposed European defense community 
foreseen by the contractual agreements negotiated over a year ago. 








56 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


To what particular agreements do you refer? 

Commissioner Conant. I was referring to the contracts which were 
entered into between the occupying powers, the British, the French, 
and ourselves on the one hand, and the German Republic, on the other, 
which would come into effect when the treaties are ratified, the EDC 
treaties, and reserve to us certain powers as well as making the ar- 
rangements for this transition period when we have been an occupy- 
ing power, a state in which we will be allies. 


ENFORCEMENT OF THE BATTLE ACT 


Chairman Brinczs. Dr, Conant, you realize that the Appropriations 
Committee gets a ood deal of information and suggestions and 
charges sent to it in connection with these appropriations. We have 
information to the effect that the Battle Act, so-called, is not being 
enforced under pressure from the State Department and that Germany 
is an offender in that way. Would you care to comment on that? 

Commissioner Conant. Yes. This whole question of the possible 
flow of strategic material in the East-West trade is something that I 
have looked into in some detail. Indeed, I have a person who came 
with me to Washington so that I could check into it on the spot. The 
information which I get from my staff and which I feel sure 1s reliable 
is that in January 1952 the German Republic applied for nine excep- 
tions under the Battle Act on intended shipments under prior com- 
mitments. But during the negotiations it was possible to eliminate 
four cases as not falling under the Battle Act laws. An intensive 
negotiation limited two more, which were withdrawn. Three cases 
are still pending. One of these is a relatively minor case. It was a 
shipment of a small amount of machinery, which was made recently. 

In other words, I would say that we have succeeded in showing the 
German Government that even the commitments prior to the Battle 
Act could be withdrawn. Of course, it was always difficult because 
they had prior commitments before the act was passed. 

There are no cases pending. 

Senator McCarrny. Mr. Chairman. 

Chairman Brinees. Senator McCarthy. 

Senator McCarrny. If I may, I am not sureif the Chair was through 
with the line of questioning he was on 

Chairman Bringes. Yes; I was. 





FURTHER DISCUSSION OF COMMUNIST WRITERS 


Senator McCartny. I was discussing a number of matters with Dr. 
Conant this morning. 

Doctor, I believe you and I finally agreed that we should remove 
from the Information book shelves the works of Communist writers. 

Commissioner Conant. Writers who are members of the Communist 
Party. 

Senator McCarrny. Do you distinguish between a Communist 
writer and a member of the Communist Party ? 

Commissioner Conant. I think I might because I think the ques- 
tion of —— 

Senator McCarruy. What is the difference? 





: 
; 
; 
: 
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Commissioner Conant. Well, you might have some writers who 
were doing a good deal of damage by following the Communist line, 
or they might not be. I think a member of the Communist Party, 
as you yourself said this morning, is a person who is not a free agent, 
who is pushing the Communist line. I wouldn’t trust him as an author, 

Senator McCarruy. You seem to distinguish between a Communist 
and a member of the Communist Party. 

Commissioner Conant. No, no. You said a Communist writer. 
That is a word that is sometimes used when one doesn’t like a book. 

Senator McCartuy. By a Communist writer I mean a Communist 
who is a writer, just so we will understand our phrases. 

Now, we both agree that we should remove those books from the 
bookshelves. The question is: What do you propose we do with those 
books when they are removed from the bookshelves; destroy them 
or store them ? 

Commissioner Conant. I don’t think there were anything like 30,000 
on the bookshelves in Germany. I have no such numbers that were 
involved. 

Senator McCarruy. Germany is not the only area. We are talking 
about the entire world, 30,000 in all of our Information libraries. 

What do you propose to do with those books when they have been 
removed ? 

DISPOSAL OF BOOKS 


Commissioner Conant. I would not have an answer to that. It 
would seem to me a relatively minor problem whether they were stored 
somewhere or what was done. 

Senator McCartuy. What would you store them for? What are 
you going to save them for? 

Commissioner Conant. They might be sold as excess property here 
in the United States. 

Senator McCarriy. Would you burn them ? 

Commissioner Conant. I certainly wouldn't. 

Senator McCarrny. You would not burn them? 

Commissioner Conant. No, I would not burn them. 

Senator McCarruy. What would you do, pay for storing them? 

Commissioner Conan’. I think I would be able to make a deal by 
which I could get rid of them as second-hand books for one purpose or 
another. 

Senator McCartiy. By second-hand books do you mean for someone 
to read ? 

Commissioner Conant. Yes; in the United States. 

Senator McCarruy. In other words, you are trying to sell those 

30,000 books so that the people in the United States could read them? 

Commissioner Conant. I think the people in the United States are 
perfectly capable of reading books by Communist authors or anyone 
else. 

Senator McCartny. So, then, you propose that we remove the 
books, 30,000, from the libraries abroad, bring them back to the United 
States and sellthem. Would you sell them to colleges ? 
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SALE THROUGH BOOKSTORES 


Commissioner Conant. I think I would sell them through a second- 
hand bookstore. 

Senator McCarruy. Would you object to having them sold to col- 
leges ¢ 

Commissioner Conant. I don’t see that colleges—you mean—as 
colleges they would not be interested in buying them probably. But 
I would not have any objection to their being put in college libraries, 
certainly not. 

Senator McCarruy. In other words, you have no objection to Com- 
munist works being put in college libraries, 

Commissioner Conant. Books by Communist authors, certainly not. 

Senator McCartuy. You understand I am not speaking about ooles 
explaining the Communist ideology. I am not speaking about books 
by authors who say I am a Communist. 

Commissioner Conanr. I understand. 


SALE TO COLLEGE LIBRARIES 


Senator McCarrny. I am speaking about books by Communists who 
claim they are good Americans, who deny they are Communists. You 
say we should take those out of the libraries and bring them back and 
sell them to college libraries. 

Commissioner Conant. No, sir. I said you should sell them. You 
spoke of selling them to colleges. 

Senator McCarruy. You say you have no objection to selling them 
to college libraries. 

Commissioner Conant. No. 

Senator McCarrny. As president of your college would you ob- 
ject to buying them and putting them in your library? 

Commissioner Conant. Undoubtedly, we have all those books in 
our library. I haven’t checked on it, but it would surprise me if we 
didn’t have almost all the books that are published. 

Senator McCarruy. I would be surprised, too, Professor, if you did 
not. Now, you realize that when you purchase a book of the Com- 
munist author you are putting money into the Communist coffers; 
do you not ? 

Commissioner Conant. It depends on the contract which the au- 
thor makes with the publisher. It is the publisher, in my experience, 
and not the author that gets the money. 

Senator McCarrny. You know that every member of the party 
must contribute to the party ; do you not? 

Commissioner Conant. That is what I understand. 

Senator McCarruy. Then when you buy the books of a Commu- 
nist author, if he must give a certain percentage of his income to the 
Communist Party, that means that you are contributing to the party. 
Right? 

asbilonee Conant. But I thought the premise of this argu- 
ment, Senator, was these books have already been bought. The ques- 
tion was trying to recapture some of the taxpayers’ money that was 
spent on them. 

Senator McCarrny. You were president of the university for some 
time. I assume that you had Communist books in the library. 
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Sommissioner Conant. Yes; I would assume our library had all 
the books published in the United States when not obscene. 

Senator McCartuy. You have no objection to that? 

Commissioner Conant. None whatever. 


GERMAN LIBRARIES 


Senator McCarruy. Do you object to those being in the libraries in 
Germany ? 

Commissioner Conant. I think being in the libraries in Germany— 
you have a law in Germany—— 

Senator McCarruy. Do you object to them being put in under the 
auspices of Germany? I am referring to Communist books, 

Commissioner Conant. I have no such power. 

Senator McCartuy. Would you approve of it? 

Commissioner Conant. That would be entirely for the Germans to 
settle themselves. They would not put in American books; they 
would be German books. 

Senator McCarrny. All right, by German Communist authors. If 
they come along and say, “Dr. Conant, do you think we should have 
Communist books in our libraries, to have our young people read 
them?” would you say, “Yes; we use them in universities and we 
would like to have them in Germany, too,” or would you say, “No; the 
German people don’t have the intelligence to read them?” 

Commissioner Conant. I would say, “Gentlemen, Germany’s future 
is in your hands. You make up your minds on that yourselves. 
Your own educational system is in your hands.” 


KAGHAN FAREWELL PARTY 


Senator McCarruy. Did you go to the farewell party for Kaghan ? 

Commissioner Conant. Yes. 

Senator McCarruy. Do you know who paid for that ? 

Commissioner Conant. I paid my share, and the other people paid 
their share. 

Senator McCartruy. Do you still think Kaghan was a pretty good 
man and should be handling the information program ¢ 

Commissioner CoNANntT. I think Kaghan’s record shows a very good 
job in fighting communism over a period of years. 

Senator McCarruy. When do you think he started ? 

Commissioner Conant. When he started doing it? 

Senator McCarruy. Yes. 

Commissioner Conant. I haven’t got his whole record in my mind, 
but certainly as long as he has been working for HICOG. 

Senator McCarruy. Let me ask you again: Do you have in mind 
that he signed a pledge under oath that he would support a Communist 
candidate? That he did that after the Hitler-Stalin Pact? Are you 
aware of that part of his record? 

Commissioner Conant. I have heard of that. That was before 
1945, before the war. 

Senator McCarruy. You are aware of that? Are you aware of the 
fact that he admitted under oath that he attended a number of Com- 
munist meetings, that he did not know how many, possibly 12? Are 
you aware of that? 
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Commissioner ConANt. I was not aware of it, but I had heard that 
he had been charged with attending Communist meetings back a long 
time ago, 

Senator McCartuy. Let us get it clear that it was stated by Kaghan 
that he attended them. He charged himself with it. You say he is 
a great man. I assume you believe him, that he attended those 
meetings, 

Commissioner Conant. If he said so under oath I certainly do. 

Senator McCarruy. Professor, we are trying to find out your idea 
of a good man to run this information program. You say Kaghan is 
a good man, so I would like to know what you know about him. 

When you made the statement that you thought he was a good man 
in fighting communism were you aware of the fact that he had written 
plays that were favorably reviewed by the Daily Worker, that were 
produced by Communist-front organizations / 

Commissioner Conant. In the 1930's. 

Senator McCarruy. When in 1930? 

Commissioner CoNANT. In the 1930's. 

Senator McCarrny. Do you know when ? 

Commissioner Conant. No, 1 don’t: some time before 1940, so I 
was told. 

Senator McCarrny. Dr. Conant, you had this man as head of your 
information program in charge of 3,000 people. You tell us he is a 
great man. Do you know when he produced those Communist plays? 

Commissioner Conant. I think, Senator, I pointed out to you that 
when I went to Ge rmany, the first thing 1 was told was that Mr. 
Kaghan had decided he was not going to stay as acting deputy in 
charge of that program. One of my problems was to find his successor. 

Senator McCarruy. When did he tell you he was not going to stay? 

Commissioner Conant. Almost as soon as I got to Germany. 

Senator McCarrny. This morning you told us that when you got 
to Germany the name Kaghan was merely a name; you knew nothing 
about him. 

Commissioner Conant. That is right. 

Senator McCarruy. When did you get to know him? 


AUSTRIAN REPORT ON KAGHAN 


Commissioner Conant. I should think the first week or so. 

Senator McCarruy. Getting back to the statement that he is the 
kind of man you want handling that program, are you aware of the 
fact that in 1946 his superior officer over in Austria wrote a report 
pointing out that this man, in his opinion, was too friendly to the 
Communist cause; that he played up all the more sordid side? 

Commissioner Conant. I want to know the dates. 

Senator McCarrnuy. I mean, if the professor wants coaching, I sug- 
gest he - for it. 

Are you aware of the fact that in 1946 his superior officer in Austria 
objecte 2 to his fr sactilliting ss to the Communist cause and pointed out 
that he had gotten a permit to go to Russia; he had refused it, and 
that K: ‘gh an was pl: Lying up all the more sordid side of American life 
such as murders and rapes, and that was being used by the Communists 
as ameian’ Are you aware of that when you say this is a man 
you want running that information program ¢ 
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Commissioner Conant. I have never seen that report or that state- 
ment. 

Senator McCarrny. You have never seen it / 

Commissioner Conant. No. 

Senator McCarrny. Then why do you come here and tell us he is 
a great man, without checking his record. It is all a matter of record. 

Commissioner Conant. I came here to defend this budget. He is 
not in this budget. You asked me if I knew he was a man who fought 
communism. My answer is“ Yes.” 

Senator McCarruy. How long was he information officer in 
Germany ¢ 

Commissioner Conant. He was acting from February until the 
time of his resignation. 

Senator McCarrnuy. Who is doing his job now ¢ 

Commissioner Conant. There is no one filling it. We have not filled 
his place. 

Senator McCartuy. Who is handling his work? You are spending 
a lot of money there. Someone must be handling it. 

Commissioner Conant. There is no Acting Deputy Director. There 
is a Director of Public Affairs. There are people in the different 
organizations who are handling the different parts. 

Senator McCarruy. There are about 3,000 people in this program. 
You spent some $61 million last year. Do you know who is running 
the program as of today ¢ 

Commissioner Conant. The man who is running the program as of 
today is the man who was running it when I took over. He was the 
Director, Mr. Boerner. 


DISCUSSION OF WILLIAM HALE 


Senator McCarruy. Do you know William Hale? 

Commissioner Conant. William Hale? 

Senator McCarrny. Yes. 

Commissioner Conant. No; Lam afraid I don’t. 

Senator McCarriiy. He is the public-affairs officer in Vienna. 

Commissioner Conant. Vienna, of course, is not under my jurisdic- 
tion, as you know, Senator. 

Senator McCarruy. You have nothing to do with Vienna? 

Commissioner Conant. No, sir. 

Senator McCarruy. I note you ask money for Austria here. 

Commissioner Conant. That is simply put that way by the Bureau 
of the Budget. But I am not defending the Austrian budget. 

Senator McCarruy. I have 1 or 2 more questions, Mr. Chairman. 


THE FRANKFURTER RUNDSCHAU NEWSPAPER 


Dr. Conant, you have heard of the Frankfurter Rundschau, the 
newspaper. 

Commissioner Conant. I have just heard of it. I don’t know much 
about it, I am frank to say. 

Senator McCarruy. The information which we have here from the 
State Department indicates that HICOG—that is, your department— 
has given Frankfurter Rundschau 1,600,000 marks. If you divide 


that by 4, you have the number of American dollars, roughly ; is that 
right? 
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Commissioner Conant. I think you must be mistaken, Senator. 
As I explained this morning, neither my office nor the—— 

Senator McCarrny. Would you care to see the document? 

Commissioner Conant. Very much so. 

Senator McCarruy. That is a list of some hundred newspapers 
in Germany that have received money. 

Commissioner Conant. Loans, as it says here. Loans from counter- 
part funds, on the basis of recommendations by German Publishers 
Committee. 

Senator McCarriy. Would you believe it is a good idea to loan 
a newspaper money if the e «litor is a Communist ? 

Commissioner Conant. I certainly don’t. 

Senator McCarruy. Will you look at that list? You will find the 
paper that I mentioned. 

Commissioner Conant. Frankfurter Rundschau ? 

Senator McCarruy. The most heavily subsidized of any paper 
there. 

Commissioner Conant. It seems to have gotten the largest loans. 
This was not within my administration, and I am not sure that it still 
has the loan. I would like to look into that. 

Senator McCarruy. Will you look at the date of that? This is 
the information we got from the State Department. 

Commissioner Conant. These are the people that have had the 
loan. Whether they are still operating 





CRITICISM OF HICOG 


Senator McCarruy. Professor, do you find anything that you 
would criticize in the operation of HICOG? Anything at all? Any- 
thing wrong? Or is everything rosy? 

Commissioner Conant. Well, that is a pretty big order, Senator, 
to try to pick things out of that hat. 

Senator McCarrny. I tell you why I ask you, professor. 

Commissioner Conant. I would like to run over the various things. 

Senator McCarruy. The American people, either rightly or 
wrongly, repudiated the people that had been running the State De- 
partment, from the Government. You are one of the new men we 
sent over there. I am just curious to know whether everything is 
perfect or whether you feel some changes should be made and what 
changes you are making. That is something this committee would 
like to know about. 

Commissioner Conant. I think that the budget seemed to me un- 
necessarily large. We have cut it 25 percent. I hope a year from 
now the budget will be brought in that will be still smaller. That is 
the first thing that I would think that struck my attenion. I think 
the organization of the public-affairs program could have been made 
better, and with Mr. Johnson’s approval we have made arrangements 
for a - w type of organization. I hesitate to use the word “stream- 
line,” but perhaps that would illustrate as well as I can what I had 
in mind—eliminate a few places and make the people responsible for 
each operation, more directly responsible to the Director. 
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NEW PERSONNEL 


Senator McCarrny. Do you have essentially the same people in 
HICOG today except for the reduction in force that you had when 
Acheson was Secretary of State? 

Commissioner Conant. No. We have had quite a number of— 
Let’s see. This one—Let’s see, he went out, of course, January 1. 
That is one of the shifts that have been made in the last 3 montlis. 

No, I should think that we had a number of different keymen, and 
if my plans go through and I succeed in recruiting a number of other 
people—— 

Senator McCarrny. Have you had any men over there that you 
think are subversive, disloyal, and bad secur ity risks? 

Commissioner Conant. No, not to my knowledge. But I was tak- 
ing the security risks that the State Department, who has the ma- 
chinery and who has the responsibility —— 


WITNESS UNDER OATH 


Senator McCarrny. Is the witness under oath, Mr. Chairman? 

Chairman Bringes. No, he is not. 

Senator McCarruy. Mr. Chairman, in our committee we insist that 
everyone be put under oath. Whenever I have been put before a 
committee I insist that I be sworn. I feel that the situation over 
in HICOG is of such a nature that any witness who testifies in regard 
to it should be sworn. However, if it has not been the practice of 
the Chair— 

Chairman Brivcrs. The practice of this committee is that the hear- 
ings proceed with the witnesses not sworn, but on any special hearings, 
or at the request of any member of the committee, the witness is 
always sworn. 

Senator McCarruy. I would like to have the witness sworn. If 
you have ho objection. 

Commissioner Conant. Surely. 

Chairman Briners. Do you solemnly swear the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you, God? 

Commissioner Conant. I do. 

Senator McCarruy. Doctor, you say you have heard no one you 
have known in all HICOG whom you consider a security risk, disloyal, 
and subversive ? 

Commissioner Conant. That is not the way I understood your ques 
tion, sir. 

Senator McCarruy. Let us rephrase it in that fashion then. 

Commissioner Conant. You said did I find anyone. 

Senator McCarrur. All right. Did you find anyone? Will you 
answer that? 

Commissioner Conant. I found no one, no. 

Senator McCartuy. Did you learn of anyone? 


85192—53——_5 











64 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 





RESIGNATION OF SECURITY RISKS 


Commissioner Conant. The information came from the State De- 
partment about people that the State Department was going to have 
their employment terminated. Of that information I was aware. 

Senator McCartuy. You were notified in a number of cases that 
the State Department w: “e asking certain individuals to resign because 


they were security risks 


Commissioner Conant. Yes. 

Senator McCarruy. You were? 

Commissioner Conant. Yes. 

Senator McCarruy. Of several ? 

Commissioner Conant. I am not so sure that I can say several. 
Senator McCartruy. Then at least one? 

Commissioner CoNANT. Yes. 

Senator McCarruy. Doctor, may I make a suggestion? Our time 
is limited here, and when I say to you “Did you find anyone who is 
disloyal or a security risk” and you s: ay “No” I should not have to probe 
further and say “Were you notified?” I think we can ask you to be 
complete ‘ly frank and give us the whole picture. 

Commissioner Conant. I was attempting to. 

Senator McCartuy. Your testimony was that you were notified by 


the State Department. 


Commissioner Conant. Of certain people; right. 

Senator McCartuy. One of those individuals was Thayer? 
Commissioner Conant. Right. 

Senator McCarruy. Do you know that Kaghan was asked to resign ? 
Commissioner Conant. I have no official statement about that. 
Senator McCartny. Let us not quibble about terms. Did you know 


that Kaghan was asked to resign ? 


Commissioner CoNANT. Kaghan told me when he came back that 
he had been asked to resign. 

Senator McCarruy. On security grounds? 

Comissioner Conant. No, I don’t think so, That was a personal 
conversation, and I am not prepared to—— 


FURTHER DISCUSSION OF NEWSPAPER LOAN 


Senator McCarrtiy. Let us get back to this newspaper that got the 
heaviest subsidy. I referred to it as a subsidy, and you referred to 1% 


as a loan. 


Commissioner Conant. Right, sir. 

Senator McCartny. But I think you are referring to it as a loan, 
except there is no assurance it would be paid back. 

Commissioner Conant. It is paid back into a revolving fund, if I 


remember 


Senator McCartny. Mr. Aronson; do you know who Mr. Aronson 


was? 


Commissioner Conant. I am afraid I don’t. 

Senator McCartuy. Do you know that he was the man who recom- 
mended various people for these various loans for subsidies? 
Commissioner Conant. I am afraid I don’t know Aronson. 
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Senator McCarruy. Then I will inform you that—may I read from 
his testimony ¢ 

The CHAIRMAN. Is it correct, Mr. Aronson, that the editor of one of the papers 
that were licensed was at that time a member of the Communist Party and is 
still editor of the paper? 

Mr. Aronson, That is true. But I had nothing to do with that. 

Question. What paper is that, and what is the name of the editor? 


DISCUSSION OF ARNOLD RUDERT 


Mr. Aronson. The paper is the Frankfurter Rundschau and the editor’s name is 
Arnold Rudert. He was a Communist at the time. Whether he still is I have 
no way of knowing. 

Senator McCarrny. Do you have any reason to question the testi- 
mony of the man who selected this paper for the loan ¢ 

Commissioner Conant. 1 would very much like to know the date 
of that. 

Senator McCartuy. Do you have any reason to question his testi- 
mony? Do you know anything about Rudert ¢ 

Commissioner Conant. I don’t know anything about Rudert; never 
heard of him. 

Senator McCartuy. Have you any reason to question the testimony 
of the man who selected him for this loan? 

Commissioner Conant. [I don’t know anything about the man, so 
I don’t know whether he is reliable or not. I have no way of question- 
ing’ it. 

Senator McCarruy. Do you know he is the man who was selected 
by the Acheson group who picked these men? Do you have any reason 
to believe he was lying to the committee when he said this man was not 
a Communist 

Commissioner Conant. Certainly not. 

Senator McCarruy. Do you think we should give or loan money to 
a paper run by a Communist editor ? 

Commissioner Conant. I do not. 


DISCUSSION OF HANS WALLENBERG 


Senator McCarruy. Do you know Hans Wallenberg? 

Commissioner Conant. I do. 

Senator McCartny. Hans Wallenberg does what ? 

Commissioner CoNANT. He runs the Neue Zeitung, which we pay the 
bills for. 

Senator McCarruy. A group of HICOG made a study of HICOG 
and made a report on February 2, 1953. Are you aware of that re- 
port ¢ 

Commission Conant. No, I am not. 

Senator McCarrny. Could I pass it to you so that there is no ques- 
tion about taking this out of context ? 

Commisisoner Conant. Please do. 

Senator McCarrny. That is, your division made this report and 
recommendations to you as to what you should do. Have you seen 
that? It is marked, I believe, “Confidential.” 

Commissioner Conant. I would have to identify the proof. 

Senator McCartuy. Do you recognize it? 

Commissioner Conant. I don’t recognize it; no. 

Senator McCarruy. In other words, you have never seen it? 
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Commissioner Conant. I don’t think I have. 

Senator McCarrny. May I ask: Have any of your men ever seen 
this report ¢ 

Commissioner Conant. Could I ask who were on the committee ? 
Of course, that would be the easiest way to identify it. It says 
“Special Planning Committee.” 

Senator McCarruy. You are the High Commisisoner of Germany 
and I am not. I cannot follow these men around. This is a com- 
mission appointed by HICOG to make a study. 

May I ask if any of your men have seen this report ? 

Commisisoner Conant. May I pass it around to ask them ? 

Senator McCarruy. You certainly may. 

Commisisoner Conant. February 2, I point out, is before I got 
there. Don’t make any point of that. 





NEUE ZEITUNG DISCONTINUANCE RECOMMENDED 


Senator McCarrny. Are you aware of the fact that this commis- 
sion recommended that the Neue Zeitung be discontinued as a daily 
paper ¢ 

Commissioner Conant. Oh, quite. I had an argument about that 
ever since I got there. 

Senator McCarruy. You decided what? 

Commissioner Conant. It is my judgment, supported by the judg- 
ment of people that were sent over by Mr. Johnson, that it was very 
important, in view of the international situation, to continue the 
Neue Zeitung for the time being as a daily. 

Senator McCarruy. Do you mean Dr. Johnson agreed with you ? 

Commissioner Conant. I do. 

Senator McCarruy. Is Dr. Johnson here ? 

Mr. Wiiser. He was here this morning, Senator. 

Commissioner Conant. He not only agreed with me but he sent on 
a team that agreed with me. We had a long discussion about it. 

Senator McCarruy. In other words, you feel we should run a news- 
paper in Germany ? 

Commissioner Conant. I do, for the time being, with occupation 
status. 


FURTHER DISCUSSION OF HANS WALLENBERG 


Senator McCarrny. Have you heard that Wallenberg was a mem- 
ber of the Communist Party? 

Commissioner Conant. No, I don’t know. I feel as certain as I 
can be that he wasn’t. 

Senator McCarrny. Have you ever heard that he was? 

Commissioner Conant. No; I don’t think I have. I have heard 
charges about many people, but I don’t think he was a member of 
the Communist Party. 

Senator McCarrny. Doctor, I cannot understand why you are 
running that all-important project and yet would not have someone 
read the testimony taken before a Senate committee, sworn testimony, 
much of it by your employees. I have in my hand the testimony in 
regard to Wallenberg, and you say you never heard that he was a 
member of the Communist Party. 
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Commissioner Conant. Did somebody swear he is a member of 
the Communist Party ¢ 

Senator McCartruy. The question is: Did you ever hear that he 
was a member of this Communist Party ¢ 

Commissioner Conant. No. 


EPSTEIN TESTIMONY 


Senator McCarrny. Then we will read the testimony of Mr. 
Epstein. 

Commissioner Conant. May I ask who Mr. Epstein is? 

Senator McCarrnuy. He was with your project over there. He was 
first with the OWL. 

You know who Mr. Epstein was, don’t you ¢ 

Mr. Wotre. He was employed prior to the State Department taking 
over there. 

Senator McCarruy. He was with the Neue Zeitung a while. 

Mr. Wotre. During the Army days, sir. 

Senator McCarrny. We heard his testimony. Mr. Cohn says: 

Now, this is very important, Mr. Epstein. Can you tell us whether, while 
Wallenberg was editor of the United States information program newspaper in 
Germany, he employed any Communist writers for that paper? 


He is talking about his employees. 


Answer. Yes. When I made a research in the Library of Congress, and when 
asked for the volumes of the Neue Zeitung edited by Mr. Wallenberg, I found 
amongst the contributors to Wallenberg’s Neue Zeitung a roll of card-carrying 
members of the Communist Party, among them the most prominent writers of 
the German and Czech Communist Parties. 

Before we get to Wallenberg, did you know that he had employed 
members of the Communist Party to write for the papers ? 

Commissioner Conant. I certainly looked into that charge. 

Senator McCartny. You did? 

Commissioner Conant. I did; yes, sir. I have heard of that. 

Senator McCarriy. And you found the truth ? 

Commissioner Conant. I found that the two people that had been 
employed were in 1947, if my memory is correct. I don’t carry these 
dates completely in my mind, and since then there has been no one 
that has been charged. 


EMPLOYMENT OF COMMUNIST WRITERS 


Senator McCarrny. In other words, in 1947 you found he was em- 
ploying Communists on this Anierican paper? 

Commissioner Conant. No; that the editor of that paper had vre- 
sented articles or something written by people who either then or 
omnequentls have been proved to be Communists. 

Senator McCarruy. Let us get our terms straight. Then you found 
that he was carrying articles, writings, by people who you now know 
were members of the Communist Party at that time ¢ 

Commissioner Conant, Were at that time, in 1947; two of them, as 
I understand it. 

Senator McCarriy. Now let us read the testimony in regard to 
Wallenberg. 


Who are those two people? 
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Commissioner Conant. I don’t know their names. 
Senator McCarruy. You don’t know their names? 
Commissioner Conant. No. 


DISCUSSION OF STEFAN HAYME 


Senator McCarruy. You do not recall if one was Stefan Hayme / 

Commissioner Conant. I don’t remember the names. They said 
they would look into it and said that was the situation. 

Senator McCarruy. Would there be any doubt in your mind that 
Stafan Hayme was an espionage agent / 

Commissioner Conant. I don’t know anything about it. 

Senator McCarruy. You never heard of him / 

Commissioner ConNANT. I am afraid I never did. 

Senator McCarruy. Do you know that Stefan Hayme went behind 
the Iron Curtain a short time ago and denounced America ? 

Commissioner Conan. [ am afraid I must plead ignorance. 

Senator McCartruy. Do you consider yourself an authority on the 
Communist movement, Doctor? 

Commissioner Conant. No. I don’t. 

Senator McCarrny. Do you think you should be, if you are going 
to fight communism in Germany ¢ 

Commissioner Conant. That would take a lot of study. I know 
something about it, but an authority is something I would not set up to 
be. 

Senator McCarriy. Read the works of Marx or Engels? 

Commissioner Conant. [ have, and I have read, more important to 
my mind, is this—I can’t think of the name of it, but it is essentially 
the political manual of the Communist Party. I think every Amer'- 
can should read it. If he did he would understand more about the 
objectives of the party. 

Senator McCarruy. You have read the manifesto, I assume ? 

Commissioner Conant. Oh, the manifesto; yes. I mean 


FURTHER DISCUSSION ON REMOVAL OF BOOKS 


Senator McCarruy. This morning when you told us that you 
thought it was a mistake to publicly—if I misquote you tell me—to 
publicly expose the Communist authors whose works were being used 
in our information program, I just wonder if that is your position 
after thinking it over? : 

Commissioner Conanvt. I said I regretted the fact that you felt it 
necessary to do this publicly in order to have them removed. I should 
have hoped that you might have made these representations through 
executive channels, and they might have been removed with a mini- 
mum of publicity. 

Senator McCarruy. In other words, you think we should have 
called them in secret session, put them on the rolls in secret session ? 

Commissioner Conant. These are the books we are talking about. 

Senator McCarruy. Before you get to the books you have to get to 
the author. A representation by me through executive channels, 
unless I have the testimony, might not be too convincing. So, is it 
your thought that I should have “insisted that we have secret sessions, 
called all these Communists in secret sessions ? 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 69 


Commissioner Conant. I should think that would have been better. 

Senator MoCarruy. Why do you not think the American people 
are entitled to know that we have been using the works of Communist 
authors in our information centers throughout the world? Why 
should we keep that question from the American people ¢ 

Commissioner Conan. I don’t think it is a question of the Ameri- 
can people. I think it is a question of stirring up the whole question 
in Germany. I think it is a question of raising this issue in the Ger 
man mind and so on, if we made « mistake—and I think it was a mis- 
take and I take it you do, Senator, to have those books on the shelves. 

Senator McCarruy. I think it was more than a mistake. 

Commissioner Conant, I don’t think it adds to American foreign 
policy to advertise our mistakes publicly. 

Senator McCarrny. In other words, you feel that if we make mis 
takes we should keep them secret ? 

Commissioner Conant. As far as we can without damage to the-—— 

Senator McCarruy. How about the people who have been paying 
for that program, the American pe op ile that have been paying for this 
mistake as well as a vast number of other mistakes? Do you think 
we should keep that secret and have no public hearings ¢ 

Commissioner Conanr. I think in this case you should have a bal 
ance of one thing against the others, coming back to what I said this 
morning. 

EFFECT OF PUBLICITY ON GERMAN PEOPLI 


Senator McCartiy. Do vou think that by letting the people in Ger 
many know what they could see in the libraries, that we are putting 
Communist books in the libraries, that we were in some w: iy disrupting 
our foreign policy ¢ 

Commissioner Conant. No. I said that I regretted the fact that 
there had to be so much publicity to this decision to remove the books 
from the German libraries. I still feel so 

Senator McCartiy. Mr. Chairman, I am sorry to take the time, but 
I think it is very important. 

Will you tell us in what way this could damage our re “<i? ition in 
Germany if they learn that we are now cleaning liouse/ I assume 
they are as sick of this mess as some of us here are now. 

Commissioner Conant. There is no question about the Germans’ 
attitude toward communism. They knew far more about it than we 
do because it is right across the Iron Curtain from them. 

Senator McCarrnuy. Then do I understand that you think we should 
not have made this information public, that we should have held all 
secret sessions and not let the American people know what the facts 
were’ Is that your position / 

Commissioner Conant. I think it would be much better in this case 
if you could have gotten your information, presented it to the execu 
tive branch of the Governme nt. and have them operate, as they have, 
remove these books, and not make a public issue of it. 

Senator McCarruy. Then let us get this straight. You know right 
well that the only way to get the information is to subpena the wit 
nesses and put them under oath and either make them tell the truth or 
refuse to testify, or get them for perjury, as Alger Hiss was gotten by 
a different committee. 
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Is it your testimony that you when you find Communist influences, 
Communist writers, have been used and paid for by the American 
people, you say that should be kept secret? We should not have made 
that public? Is that correct? 

Commissioner Conant. I thought we were discussing the question 
of books in the libraries in Germany, written by authors who were 
Communists. 

Senator McCarrnuy. And you say the American people should not 
know that ? 

Commissioner Conant. I think it is not a question of the American 
people knowing it; it is a point at issue. 

Senator McCarrnuy. What is one of the points at issue? There are 
152 million American people who have to pay you the money you are 
asking here, Mr. Conant, and I take the position they are entitled to 
know all the facts. I take the position that it should not be kept secret 
from them when it is disclosed that we have been using Communist 
authors, paying money into the Communist coffers, and while I do not 
want to spend a great deal of time on this, I just want to get your 
position very, very clear in the record. Your position, as of today, 
is that we should have kept that secret, we should not have disclosed 
the fact that we are buying the works of Communist authors, placing 
them in libraries for the avowed purpose of fighting communism. You 
say that should have been kept secret. 

Commissioner Conant. I am saying that I regret the publicity that 
attended removing them from the libraries of Germany. 

Senator McCarruy. Do you think it should have been kept secret? 

Commissioner Conant. I think if it could have been. 


FURTHER DISCUSSION OF KAGHAN REMOVAL 


Senator McCarrny. Let us get down to what could be done if it had 
been kept secret. You got through telling us Kaghan, you thought, 
was a good man for this job. 

Commissioner Conant. I said from the point of view of his loyalty 
and record for fighting communism, I did. 

Senator McCarruy. In other words, you would not have discharged 
him? 

Commissioner Conant. I would not have discharged him. Quite 
so, on any of the evidence that I had available at the time I went to 
Germany. 

Senator McCartruy. Does not that demonstrate to you that we had 
to grab Kaghan by the scruff of his neck and let the American people 
know that you were using a man who had signed the Communist pledge, 
lived with the Communists, gone to Communist meetings, wrote Com- 
munist plays, censored by his boss as late as 1946 for favoring the 
Communists? When that information was not available and you say 
“T would not fire him” I am just curious to know how we could have 
gotten rid of him without putting him on public exhibition. 

Commissioner Conant. I was not in favor of your putting him on 
public exhibition. 

Senator McCarrny. I know you are not. I think it is embarrassing 
to you. 

Commissioner Conant. It is embarrassing to everybody concerned. 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 71 


Senator McCarrny. We are putting more men on public exhibition. 
We are putting them on exhibition because that is the only way we can 
force you into some semblance of housekeeping. You understand 
that, do you not? 

Commissioner Conant. I would beg to disagree with you. Let us 
assume there is another man, Mr. X, because you and I disagree about 
Kaghan, that you may have evidence that Mr. X, contrary to the fact 
that he is already cleared by the State Department, contrary to all our 
beliefs, for some reason that he is a bad security risk. 

I would say: Bring it to our attention and see if we don’t fire him. 

Senator McCarrnuy. The State Department asked him to resign. 
You did not ask him to resign. 

Let us get down to another man. How about Thayer? Do you 
think he was a good servant? 

Commissioner Conant. I have no information on the Thayer case. 
They showed me a letter that came, that was handled entirely through 
Washington. 


FURTHER DISCUSSION OF LOWELL CLUCAS 


Senator McCarruy. How about Clucas? 

Commissioner ConanT. I have already told you that, in my opinion, 
Clucas is a man that should be kept. 

Senator McCarruy. Is Mr. Drury here? 

Mason, I am not sure if we have asked the State Department here, 
but I want to request, not as a member of the Appropriations Com- 
mittee, but as a member of the Investigating Committee, that Clucas 
be brought back for a public hearing. 

Perhaps after we let the people know about Clucas, maybe then we 
can induce a successor to him also. He is a twin of Kaghan, who Mr. 
Conant endorses so highly. 

Mr. Conant, I have just one other question. 

You are asking for $21 million for the information program now, 
are you! 

Commissioner Conant. That is right. 

Senator McCarruy. And you propose to keep Clucas as head of it, 
do you? 

Commissioner Conant. He is not the head of it. 

Senator McCarrny. What is he? 

Commissioner Conant. He is fairly down the line. He is informa- 
tion officer in Munich. He is about, I would say, three commands 
down. 

Senator McCarrny. He is one of the top men in Munich, is he not? 

Commissioner Conant. He is the information officer in Munich, that 
is right. 

Senator McCarruy. If you had your way about it, you would have 
kept Kaghan on? 

Commissioner Conant. Kaghan was going to resign, as I told you, 
when I came there, and the question of judging his overall perform- 
ance is something I never had to do. 

Senator McCarruy. But as of now you can think of nothing about 
Kaghan 





Commissioner Conant. On the question of loyalty which we were 
discussing. 
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Senator McCarrny. I am not speaking of the question of loyalty. 
I am speaking of the question of his fitness for that job, what you 
know about him now that would induce you to discharge him if you 
were there. Or would you keep him on? 

Commissioner Conant. I should certainly not discharge him. The 
question of whether he was temperamentally the right man to be 
Deputy Director is another thing. His administrative ability—I 
don’t think the job would suit him particularly. 

Senator McCarruy. Would you ask him to resign ? 

Commissioner Conant. No, I would not; not on the evidence. 

Senator McCarruy. Do you think the State Department made a 
mistake in not asking him to resign ? 

Commissioner Conant. I should not want to criticize the State De- 
partment. They may have had evidence that is not available to me. 


PUBLIC AFFAIRS REPORT 


Senator McCarruy. Are you aware of the fact that your commit- 
tee pointed out that you were grossly overstaffed? I am referring 
to the committee report which I gave you. 

Commissioner Conant. I am not aware of that. 

Senator McCarrnuy. Now that your men have examined this, which 
of your staff had the task of reading this report ? 

Commissioner Conant. This is the so-called Public Affairs report. 

Mr. Wore. I have read the report. 

Senator McCarruy. You have read this? 

Mr. Worrer. Yes, sir. 

Senator McCarruy. I wonder if, for the benefit of the Chair, you 
would give a quick analysis of the report insofar as the report on 
overstafting is concerned, recommendations as to the reduction of the 
staff in HICOG? 

Mr. Wore. In the first place, the staff has been considerably re- 
duced. 

Senator McCarrny. Will you first tell us what the recommenda- 
tions were, for the benefit of the Chair? I am aware of them. Then 
tell us what you have done to conform to this, if you will. 

Mr. Wore. The recommendations were to reduce the staff. But I 
have particular reference to the period as we approved ratification 
of the contracts, the staff has been materially reduced. The staff has 
been reduced by 60 percent over the past 2 years and will continue to 
be reduced as the conditions change and as they warrant. 

In fact, our plans are spelled out very much in detail right now for 
curtailment programs as we approach ratification of the contractual 
agreements. 

STAFF REDUCTION 


Senator McCartny. Can we get back to February 2, 1953? That is 
the date of the report, February 2, 1953. How much has the staff been 
reduced since the date of the report ? 

Mr. Woxrr. I don’t remember the figures in the report, but I would 
say in the last 5 months it has been reduced by at least 10 percent, 
probably 15. 

Senator McCartny. Are you aware of the fact that the report 
points out that there was a 50 percent overstaffing in many aspects of 
the program? 
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Mr. Worrr. I didn’t realize the 50 percent part of it. 

Senator MoCarruy. Haven't you read this? 

Mr. Wotre. Yes, I read it several months ago, but I haven’t reread 
it today. 

Senator McCarruy. All right. 

Mr. Wore. But as far as the report is concerned, it was merely a 
study by an appointed group within the High © ommissioner ’s Office, 
made over a period of several months prior to Dr, Conant’s arrival. 
And not all recommendations would necessarily be accepted, such as 
the change in policy of the Neue Zeitung. 

Senator McCarruy. Do you think that those who made the report 
were accurate when they said there was 50-percent overstafiing ¢ 

Mr. Worre. I do not, sir, under the present program. 

Senator McCarrny. You do not think they were ? 

Mr. Woxre. I don’t think they were. I am sure they are not ac- 
curate. 

Senator McCartuy. Who are the individuals who made the report ¢ 

Mr. Woire. Larry Norey, Frank Hopkins, and a third individual. 

Senator McCarruy. Frank Meehan ? 

Mr. Wourr. Frank Meehan. 

Senator McCarriy. Are they with HICOG ? 

Mr. Woure. Yes, sir. 

Senator McCarruy. Do you consider them competent men 4 

Mr. Woxrr. In their jobs; yes, sir. 

Senator McCarrny. In their jobs? 

Mr. Woure. Yes, sir. 

Senator McCartrny. Their job here was to make a survey and 
recommend what should be done to save money and make HICOG 
more workable ? 

Mr. Wotre. Yes, sir. 

Senator McCartuy. Do you think they were competent in that job? 

Mr. Wotre. I don’t think they came to the full conclusions that 
were necessar ily acceptable by the High Commission. 

Senator McCarruy. In other words, you say where they said there 
was 50 percent overstafling they were in error? 

Mr. Wo.re. They were in error for the program that is being 
carried out. If the program is reduced, naturally the staff will be 
reduced with it. 

Senator McCarruy. The program has not been expanded since they 
made the report, has it? 

Mr. Wotrr. No, sir, it has been reduced. It has been reduced over a 
period of the last 5 years, 4 years. It is continuing. 


OFFICE REORGANIZATION 


Senator McCarruy. Can you tell me any of the recommendations 
made by this committee that you carried out ¢ 

Mr. Wo tre. Well, reorganization of the office. Yes, they recom- 
mended a reorganization of the office, which we carried out to 80 
percent of it. 

(See pp. 120-126.) 

Senator McCarruy. Mr. Chairman, I do net want to take-the time 
to read these articles, but I would like to have them inserted in the 
record at this point, some of the editorials against Eisenhower which 
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were run by the papers that were being subsidized by HICOG, with 


the Chair’s permission. The Chair may want to glance at this. 
Chairman Briwces. That may be inserted in the record. 
(The material referred to follows :) 


[From Siiddeutsche Zeitung, Wednesday, August 27, 1952] 
SZ—CoMMENTARIES—A CRUSADE SERMON 


General Eisenhower delivered a speech before 15,000 members of the American 
Legion in New York in which he declared that the American conscience would 
find no peace until the enslaved peoples in the east could once again determine 
their own fate. The fate of these “enslaved peoples” is also very much our con- 
cern, particularly since 18 million Germans east of the Elbe are included. But 
when a promising candidate for the office of American President expresses him- 
self in this way, then we find this rather disturbing. We had been told that the 
Atlantic Pact and the rearmament of the West was purely for defensive measures, 
As for the defense of the free world, should it really he attacked then such 
Germans and other western Europeans who detest every war will obviously be 
prepared to participate. However, a crusade for the liberation of enslaved na- 
tions would be something else, 

Does Eisenhower want to call everyone to such a crusade? It would suit him 
rather badly. We still remember a press conference which the general, as allied 
commander in chief, held in Paris on April 21, 1945, in which he literally 
said: “Berlin will be taken in any case, it is quite immaterial, who carries out 
the conquest. * * * The same goes for Vienna. The Russians recently cabled 
us from there that we should send a unit to take part in the march into the city. 
We did not have any units free.” At a crucial moment of the war, therefore, 
Eisenhower as an unpolitical military man was completely indifferent and to the 
highest degree responsible how far the Russians in Burope got to the West. 

Eisenhower spoke at a mass meeting of war veterans. He is a notoriously 
poor speaker. So the whole thing may simply have been a slip of the tongue. 
The United States of America wants to be the leading power in the fight for 
freedom and democracy and we others want to learn peacefulness and a con- 
scientious democratic sense of responsibility from her. We have enough bom- 
bastic retired generals ourselves. 


{From Siiddeutsche Zeitung, Saturday, Sunday, September 13 and 14, 1952) 
SZ—CoM MENTARIES—NO PATENT SOLUTION FOR PEACE 


The Americans, too, are against a “war of liberation.” Eisenhower let this 
word slip out in an election speech which he rather should not have held. At 
first when Eisenhower's tough (election) program had become known many news- 
papers in European countries could be heard audibly gasping for air; now the 
opinion of the American public has reached us in the surging of the waves of big 
polities. It coincides exactly with ours. Foreign Secretary Acheson let it be 
known that the forcible liberation of peoples and territories was indeed a recipe, 
but only a recipe for certain catastrophe. The American armament served no 
other purpose than to make it clear to the Russians that they could not achieve 
their objectives by military action. John Foster Dulles, the foreign political 
adviser of the Republicans— that is, Fisenhower’s—declared in a radio interview 
that his chief’s speech had been falsely interpreted by Truman; in actual fact, 
neither he nor Eisenhower thought of regarding the “war of liberation” as an 
American political measure. The liberation of the states in the eastern bloc 
should be attempted by means of radio transmissions and economic measures. 
And the inflammatory program of the “Voice of America” he called, speaking 
from the bottom of our hearts, “a lot of empty babble.” 

Stevenson, on the contrary, whose opinions set one’s mind at rest with their 
sensibility and sound commonsense, held a speech in California and maintained 
that there was no patent remedy for the preservation of peace ; neither the retreat 
to the American borders (in other words, isolationism) was such a remedy nor 
the instigation of disturbances in the eastern European states. On the contrary, 
he hoped that by means of a policy of strength and union of all free nations at 
least the fear of war would be reduced. 

In this way he poured balm into the wound of the Americans which Eisen- 
hower had dealt. Only now, after a lapse of 3 weeks, can it be determined how 
strongly the American public has reacted to that election speech before the war 
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veterans—and unanimously in a negative way. We can note with satisfaction 
that they are not all so “fit for war” (prepared for the war) over there as occa- 
sionally appears to us here. 

Commissioner Conant. I think you agree the word “subsidized” we 
had agreed on were loans—— 

Senator McCarruy. When you give them money and some that you 
never get back that is subsidization. 

Commissioner Conant, The money has come back, I submit a loan 
is not a subsidy. But we needn’t argue that point. 

Senator McCarruy. It is just that the State Department made a 
report outstanding as of the date the report was given was—l cannot 
compute the marks and dollars offhand, but it is just a sizable number 
of millions of dollars. 

Commissioner Conant. Yes. 

Mr. Woxre. Fifteen million deutschemarks, $314, million. 

Senator McCarruy. That is outstanding as of today. Much of it, 
the largest amount, is owed by a paper with a Communist editor, ac- 
cording to the sworn testimony of your employees. You can call that 
what you like; it does not make much difference. Call it a bad loan, 
call it a subsidy, call it what you may. 


WITHDRAWAL OF LOAN TO COMMUNIST EDITED NEWSPAPER 


Commissioner Conant. I would like to question that last statement, 
about subsidizing that paper with a Communist editor, because it is 
the first I have heard it put that way. My understanding was that 
that loan had been vidya wa when the editor was found to be a 
Communist, and that is why I asked you for the date of that 
memorandum. 

Mr. Wotrr. There isa difference. 

Senator McCarruy. Who informed you that one of them had been 
withdrawn ? 

Commissioner Conant. One of my group did. I may have been 
misinformed about it, but I may have gotten my papers mixed. 

Senator McCarruy. Then you know about the situation. 

Commissioner Conant. I knew it had been a situation in the past 
where somebody had made a loan to a paper and somebody had said 
it was a Communist editor, and the loan had been canceled. 

Senator McCartuy. Somebody had made a loan to some paper ? 

Commissioner Conant. That is, the committee had in the past. 

Senator McCarruy. Let us get down to the facts. You say some- 
body had made a loan to some paper. You just made the statement 
here to the committee and the press that you understand the loan to 
the Frankfurter Rundschau had been withdrawn. 

Commissioner Conant. No. Iam mistaken about that. 

Senator McCarrnuy. You are mistaken about that, are you not ¢ 

Commissioner Conant. That is right. 

Senator McCarruy. Good. I am glad to know that. 

I have no further questions, Mr. Chairman. 


SELECTION OF NEWSPAPERS FOR LOAN 


Chairman Briners. Dr. Conant, how are these papers selected for 
either the subsidy or the loan ? 
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Commissioner Conant. That goes back, as 1 was explaining to the 
Senator, some time. When this thing was set up as a revolving fund, 
as I understand it, a committee of publishers was set up to make these 
loans with the approval of HICOG. They were the “somebody” that 
I was referring to. And this committee has been operating since. 

Senator McCarriy. Is it a committee of German publishers ? 

Commissioner Conant. German publishers, that is correct. 

Senator McCarrny. Who selected them ? 

Commissioner Conant. My predecessors must have. And whether 
it goes back to General Clay’s time or Mr. McCloy’s, I could not tell 
you. But I could find out by asking somebody, if you are interested. 

Chairman Brinérs. Yes, we would like to have that in the record. 

(The information referred to follows :) 


GERMAN PUBLISHERS ON THE GERMAN I’RESS FUND COMMITTEE 


Emil Gross, Bielefeld 

Dr. Hugo Stenzel, Frankfurt 

Dr. Walter Jaenecke, president of the Association of German Publishers 
Franz Karl Maier, Berlin 

Mr. Woure. Yes. This loan fund was set up about 2 years ago, 
and the committee that recommends the loan is a committee of German 
publishe rs. And they make the recommendation, and the High Com- 
missioner’s office approves the loans. 

Chairman Briners. How many papers are the recipients of the at? 

Mr. Worrer. There are roughly a hundred loans, sir. 

Senator McCartruy. I believe the actual number is 101. And, for 
the benefit of the chairman, in addition to HICOG deciding which 
papers would get the loans, HICOG issues a license for a newspaper. 

Mr. Woxrer. No, sir. 

Senator McCarruy. They have in the past anyway. 

Mr. Woure. That was before 1949. 

Senator McCarrny. Has that been changed ¢ 

Mr. WoxFe. Yes, sir. 

Senater McCarruy. So the newspaper can now operate without 
a license? 

Commissioner CoNANT. Quite so. 

Senator McCartuy. Any man who wants to run a newspaper in 
Germany can do it? 

Commissioner Conant. That is right, sir. 

Senator McCarrny. I might say that is a great improvement. 

Commissioner Conant. So do I. 

Chairman Brivers. Why, Dr. Conant, are newspapers in Germany 
not able to maintain themselves? 

Commissioner Conant. Originally when this was started they had 
no printing presses, I am told, no capital. This is part of getting 
something going. It all goes back to the early days of 1946, 1947, 
General Clay’s reconstruction program. It has been going on since. 
And, as I testified this morning, it is our intention to try to taper this 
down as fast as we can. But there were commitments made there 
over a period of years, and I don’t know just how soon we can. 
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MSA TRCILNICAL-ASSISTANCE PROGRAM 


Chairman Brivers. As the titular head of MSA, are you familiar 
with the manner in which the MSA productivity and technical-assist 
ance program is being conducted? I assume you are. 

Commissioner Conan. 1 know something about the negotiations 
that have been in progress right now under the so-called Moody 
amendment, but I am afraid | ‘could not give you any details on it. 
They are just in the process now of negotiating under the terms of the 
law set up by Congress, which we feel we must carry out, involving 
some $10 million, It was so earmarked by Congress last year for this 
purpose. It involves lengthy negotiations because it involves the 
German Government and labor and industry. 

Chairman Briwces. Are you familiar with how the trainees, coming 
under this program, are se lected ¢ 

Commissioner Conant. No; Lam not because I am not sure that we 
have yet come to that. We have not yet got going. 

Chairman Bripces. Now, I do not think the committee will go into 
that question unless we decide to have an executive session. Do you 
desire an executive session with Dr. Conant, Senator, or have you 
covered your points / 

Senator McCarriy. I have covered everything except one question, 
Mr. Chairman. 

Chairman Briners. You may proceed. 

Senator McCarruy. Doctor, I assume you and I would agree that 
the educational system in Germany is extremely important. 

Commissioner Conant. Very. 

Senator McCarruy. Very important if properly run? Right? 

Commissioner Conant. Quite so. 

Senator McCarruy. Would you object to Communist teachers in 
the German educational system ¢ 

Commissioner Conant. You mean as High Commissioner would I 
make an objection to it? Or do you mean that I personally would 
regret it and feel that it was a mistake ¢ 

Senator McCarruy. Just personally, would you think it is wrong? 

Commissioner Conant. I would personally think it wrong. 

Senator McCarruy. Thank you. 


ENFORCEMENT OF BATTLE ACT 


Chairman Bringes. Dr. Conant, who is the man who handles the 
enforcement of the Battle Act for you? 

Commissioner Conant. That would come down through the head of 
the combined MSA and economic group, Mr. Harris. 

Chairman Brinces. Is he in Germany at the present time? 

Commissioner Conant. Yes; he is. But I have here a man who 
is fairly familiar with that, if you want any details about that, 
perhaps particularly in executive session. It ‘involves the German 
Government. It is a little delicate. 

Chairman Brinces. We intend to go into that rather fully when the 
MSA hearings are held. 

Commissioner Conant. Yes. If I may say so, I think that would be 
the better time, although I am quite willing to go into that here with 
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you in executive session. But it is a little delicate, a matter involving 
the German Government. 

Chairman Brinces. Also, I do not think we will go into executive 
session, so far as you are concerned, unless there is a demand for it. 
But we would like to have you prepare or have your staff prepare 
and submit to the committee for our confidential information the use 
of the contingency fund. 

Commissioner Conant. Yes. That could be in executive session. 

Chairman Brinces. That would be for the committee. 

(The information requested was subsequently furnished to the 
committee. ) 

Commissioner Conant. That is right. 

Chairman Brinces. Now, Doctor, is there anything else that you 
want to get into the record ? 

Commissioner Conant. No. This statement you have here is our 
statement as to why we think this program is important and why the 
critical situation in Germany today warrants the expenditure of this 
sum of money. 


FUTURE BUDGET REDUCTIONS 


I repeat, a year from now this budget can be smaller because I 
am convinced that the treaties will be ratified and we will be out of 
the occupation status. And we will certainly try to spend deutsche- 
marks wherever we can, although it is drawing down another part 
of the United States Government assets. But it does not affect this 
year’s dollar budget. 

I don’t think I need to tell the committee again what is written 
here, how critical is the situation today, particularly with the moves 
which the Russians seem to be making since I left, suggesting reunifica- 
tion of Germany, with changing almost overnight to sovietization of 
the East Zone, which has gone apace since last year, and the German 
elections coming on, and with EDC treaties unratified, a very fluid 
situation. 

RADIO RECEPTION 


Chairman Brinces. Doctor, there is one question which members of 
the committee have been requesting information about from you. 
What is the general situation concerning radio reception in Germany 
today? How many normal-wave radios are in existence, and what 
percentage of the people listen to the programs, both normal-wave 
and shortwave broadcasts ? 

Commissioner Conant. I am afraid I don’t have those figures. We 
can get them and put them in the record, but I don’t keep them in my 
mind, 

You understand the station in Berlin, which we attach so much im- 
portance to and whicli is quite different from the Voice of America, 
RIAS is heard in the East Zone. It is our method of getting our Voice 
into the East Zone and into Berlin itself. That carries at least two 
wavelengths, and is the only station that we would know about, that 
is, directly, because it is the only one we are responsible for. 
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PERSONNEL IN RIAS 


Senator McCarruy. Might I ask the doctor a question on RIAS? 

Doctor, has there been any change in the personnel of RIAS since 
you took over ¢ 

Commissioner Conant. Not to my knowledge. 

Senator McCarruy. How much authority do you have over RIAS? 

Commissioner Conan. Complete. 

Senator McCarruy. Are you aware of the fact that when General 
Clay was in charge of RIAS before the State Department took over, 
that he had a rather complete housecleaning at the top, removed a siz- 
able number of individuals, that when the State Department then 
took over, I should not say all, but almost without exception, all those 
that Clay had removed were returned to position of power in RIAS? 
And are you aware of the fact that either rightly or wrongly there 
has been the claim in Germany that RLAS has been dominated by 
Communists ¢ 

Commissioner Conant. I have never heard that claim, People have 
talked to me about it. And on the history of the organization, 1 am not 
informed. 

Senator McCarruy. What are the names of the 2 or 3 top people 


in RIAS? 


OFFICIALS OF RIAS 


Commissioner Conant. I don’t know the top. I don’t carry his 
name in my head. I don’t carry all this information with me, It is 
here | indicating}. 

Mr. Woutre. Fred Taylor is in charge. Gordon Ewing is his deputy 
in the political office. Those are the two top men. 

Senator McCarrnuy. May I say for the record that my discussion 
of the information program in Germany I hope does not reflect upon 
Dr. Johnson. I think Dr. Johnson, who has just taken over as head 
of the information program, is seriously trying to do a good job. I 
think he is making a lot of progress. 

I feel that the idea of an information program, Professor, is excel- 
lent. I think that we should try and get our version of the news into 
the Iron Curtain countries. I have made some comments today which 
vou may think were a bit unfriendly toward you. May I say that I 
have no objection to you at all as an educator. I think you did a 
good job. 

I. frankly, think that you are not doing a good job as High Commis 
sioner of Germany. I do not think that is because of any deliberate 
attempt on your part. I think you are just one of those kindly pro- 
fessors who thinks that “God’s in His heaven, all’s right with the 
world.” 

Commissioner Conant. I don’t want to speak to that, Senator, but 
may I speak to Dr. Johnson ? 

Senator McCarruy. I think Dr. Johnson is an upstanding man. 


ASSISTANCE BY DR. JOHNSON 
Commissioner Conant. Dr. Johnson has been of the greatest assist 


ance to us in this public-affairs program by sending over a very good 
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team of men, headed by Mr. Tracy Voorhees, Mr. Clark, Mr. Streibert, 
General Donovan, Mr. Thomason, and so on. These people were with 
us a couple of weeks and assisted a great deal in looking at this pro- 
gram and reorienting our thinking and reorganization, which I spoke 
of in answer to your question as to what we were doing as a part of 
our current thinking. 

Senator McCarruy. I may say, Doctor, I think almost your entire 
problem is a problem of personnel. You have in that information 
program now men who had to be acceptable to an administration thai 
has been thoroughly repudiated, an administration which stood for 
something entirely different from what the new administration stands 
for. They could not be loyal to the old administration, loyal to its 
policies, and now be loyal to the new administration and loyal to the 
new policies unless they are complete hypocrites. 

I just think that you have to have a housecleaning over there, an¢l 
you have not had it yet. I know it is difficult to recruit good men, but 
I believe the progress over in HICOG has been slow beyond words. 
About the only men you have gotten rid of, as far as we know, are 
those that the committee has publicly exposed, and we just cannot 
run HICOG or any other department of government by committee. 


CONTINUED EXPOSURE OF PERSONNEL 


But I may say this: We are going to continue, as far as I am con- 
cerned, picking up your men and exposing them unless you get rid of 
them yourself. 

Senator Maysank. Mr. Chairman. 

Chairman Bripers. Senator Maybank. 

Senator Maysank. I only wanted to ask you, Doctor: The people 
you found there with General Clay, as T understand, a good many of 
them are with you now. 

Commissioner Conant. I don’t know. When General Clay left, I 
really don’t know how many people were left in military govern- 
ment. You see, it must have been 4 or 5 years ago. I could not tell 
you how many are with us. 

Senator Mayspank. You have not found any fault with them, have 
you? Or anybody found any fault with them ? 

Commissioner Conant. No; I have not found any fault. 

Senator Mayank. I mean anybody. 

Commissioner Conant. I have not heard of it. 

Senator Mayank. I am glad to hear that. 

Commissioner Conant. On the contrary, I am sure that what Gen- 
eral Clay did there was one of the outstanding jobs that has been 
clone anywhere. 

Senator Maynank. That is my opinion, too. 

Commissioner Conant. And the Germans think so, too. 

Senator Maynank. I think you are doing a good job, if I may say 
sO. 

Senator McCarrny. I am glad you have been investigating his 
job. 

Senator Mayrank. No, Senator, I did not intend to do that. But . 
I heard General Clay’s name mentioned there. 

Senator McCarruy. I think General Clay did an outstanding job. 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 Sl 


Senator Maynank. I have a great deal of affection and apprecia 
tion for General Clay’s ability. 

Senator McCartny. | thought you said there is a good job being 
done today. 

Senator Maynank. I think Dr. Conant is doing a good job today. 

Senator MeCarruy. I have said I am glad you = Oh been checking 
on What he is doing. Iam happy about it. 

Senator Maynank. | have some people who were there who told 
me that he was. And, with the elections coming in “eptember, the 
doctor is basing his requests here, I presume, upon keeping them 
united against communism. 

Commissioner Conant. Quite so. 

Senator McCarruy. I guess I cannot question the Senator, can 1/ 

Senator Maybank. You know you can, of course. I have no in 
hibitions. 


POSITION TURNOVER 


Chairman Brinces. Dr. Conant, what is the normal turnover in 
positions there, not counting or taking into account the major reduc 
tions which you are making now / 

Commissioner Conant. You mean what has been in the last year 
or so, turnover 4 

Chairman Brinces. Yes. 

Commissioner Conant. [ will have to ask Mr. Wolfe. I guess it 
is something around 20 percent. 

Mr. Woure. The actual turnover runs about 25 percent, not count 
ing the reduction that is going through since 1949, which has been to 
reduce about 65 percent, 


TRAVEL AND HOUSING ALLOWANCES 


Chairman Bringes. You pay the salary of a person, an American, 
and you make an allowance for housing; you make an allowance for 
travel and for tr: ansport: ation of household goods, do you not? 

Mr. Wotrr. Yes, sir. There is just one minor point there. There 
are no allowances. In Germany we are either still living in Govern 
ment-owned properties or requisitioned property, and that is paid for 
out of occupation costs. 

Chairman Brinvces. Do the various facilities which are furnished 
and assistance which is furnished to Government employees result in 
making them higher paid persons than they would be in relative posi 
tions in our own country / 

Mr. Wotre. It would have that effect : yes, sir. 

Chairman Brinces. Do some of them bie in luxury to which they 
have been unaccustomed ? 


STANDARD OF LIVING 


Commissioner Conant. No; I don’t think they live in luxury. If 
I might speak to that: Considering the standard of living, I think 
the chiefs of the different services—or a certain number of houses 
there; my own house, I think—they live no better than is required i 
order to entertain the Germans whom they have to entertain. Ger 
mans in positions of responsibility have bigger houses, more servants, 
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for example, than is common today in the United States. And I would 
think, on that basis, which is what you have to compare it with, it 
would hardly be said to be luxurious. 

Chairman Brinces. When you get down to the second and third 
echelons of employees who are over there, do they live in a comparable 
style of luxury, we will say, to a Government worker here in this coun- 
try 

Commissioner Conant. Well, they might have an opportunity for 
a little more space, and they might have servants, because the servant 
problem in Germany is entirely different from here, although I don’t 
know about how many have servants. Well, they average about 1 
servant to an apartment, and 2, 3, or 4 bachelors live together in 1 
apartment. Apartments are assigned on the basis of size of families, 
other than the bachelors. 

Chairman Brivces. What rules are complied with in the cost of 
moving and transportation of household goods? 

Commissioner Conant. That is the regular State Department pro- 
cedure. I think we have nothing different. 

Mr. Wotre. Except that we limit the shipment. If the employee 
is coming from the United States, we try to limit it to just the mini- 
mum of 500 or 1,000 pounds, cutting out that expense, because the 
apartments are furnished. 

Chairman Brinces. In Germany today you have several types of 
counterpart funds—the HICOG, the old offer from the GARIOA, and 
the MSA. Will Mr. Wolfe have a statement in each of those accounts ? 

Mr. Wotrr. Yes, sir. I can leave it with the clerk before I leave. 

Chairman Briwnces. Please file that for the record. 

(The statement referred to follows) : 


Sources of local currency funds, expressed in doliar equivalents 


United States local currencies 1952 1953 1954 








| 
GARIOA counterpart... baietssinin 4 $26, 253, 623 $4, 909, 059 get Bedi yd 
10 percent counterpart -._.- = aes a lf re ‘ 
High Commissioner’s operating fund_. £ kideadebay |“ GHIGEE Lihahks cash cipiiddwegdhhbaecce 
Revenues i erst sipedniie 14, 114, 724 2, 539, 309 $1, 022, 000 
Interest on investments eas . a 4, 662, 4398 |............ 


I TOIT. oo ois 5b 5 dd 5 Spi eet SAS cee'd 2 4, 479, 438 2 22, 246, 610 


Purchase from salaries and expenses % seta 412,615 412, 223 412, 223 
Subtotal | 59,8°8,34 | 19,373,875 | 23, 680, 833 
Occupation costs | 17,167,371 | 12,070, 914 | 2, 152, 085 
‘ farted 
Grand total | 76,996,005 | 31, 444, 789 | 25, 832, 918 
i 


Placed in reserve 
2 In addition, $1,000,000 for Fulbright program. 


Mr. Wore. Actually, this appropriation depends entirely on sur- 
plus property credits, no counterpart, no GARIOA carryover. 

Senator MayBank. You still have $80 million left in surplus? 

Mr. Wore. 160 uncommitted. 

Commissioner Conant. But it can be drawn out. 

Chairman Brinees. Who exercises the control over these funds now ? 


CONGRESSIONAL SUPERVISION OVER EXPENDITURES 


Commissioner Conant. To the extent that we present this budget, 
but we cannot draw down this money except as Congress will agree 
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to it. That is the thing we are discussing this morning. Whether 
they will agree to our drawing it down or appropriate dollars—— 

Mr. Wo tre. This budget does not include certain occupation costs 
and mandatory expenses. 

Senator Maysank. If you drew it down, for instance, on what we 
are talking 

Mr. WoxFr. Putting more over for ourselves. 

Senator Mayspank. For instance, the Fulbright scholarship. Could 
you not do that? Would it impair the situation ¢ 

Mr. Wo re. It would tend to, but the amount is not very large com- 
pared to the total dollars flowing. I think we figured out this morn- 
ing that the total amount that went to Germany each year in the way 
of dollars was the total of this fund. 





COOPERATION WITH ARMY OF OCCUPATION 


Chairman Briners.. Is there any conflict between your office and the 
Army of Occuption / 

Commissioner Conant. No. I guess you were not here this morn- 
ing. My relations are with the Commanding General of the United 
States Army in Heidelberg. They have been very cordial. We go 
there once a month and work our problems out together. 

Chairman Bripers. Is there any duplication as far as radio facilities 
of the Voice of America are concerned ? 


DUPLICATION OF RADIO FACILITIES 


Commissioner Conant. No. The Voice of America station in Mun- 
ich is accidentally located there because they want to beam their pro- 
gram in many languages to countries the other side of Germany. 
Our RIAS program is in Berlin and aimed at the German population. 

Chairman Bripers. What type of a program channeled to the Ger- 
man population do you find is most effective ? 

Commissioner Conant. I would have to speak there on the basis 
of information that has come to me. I would say, in general, the 
news is always honest. We do not know what the Russians are going 
to do tomorrow. They seem to be in the process of changing their 
line. They have had the most fantastic news story over their radio 
and in the newspapers. 

One of the pieces of evidence that I presented to the House com- 
mittee to prove it seemed to me the effectiveness of our RIAS program 
was a poster they get out in the East Zone telling people what bad 
Communists they would be if they listened to RIAS and what terrible 
things would happen to them. When your opponent tries to silence 
you, you are probably doing a good job talking. 


POLICY TOWARD SOVIET PROPAGANDA 


Chairman Briners. How do you handle a typical piece of Russian 
propaganda? What is your policy as far as the news is concerned? 
Commissioner Conant. You have to tell the facts. So many times 
they distort the facts. We try to put out the statements here, the 
President’s speech of April 16, for example, and play it more or less 
that way. We have other programs. We have music that you have 
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to keep people listening. Straight propaganda merely saying, “Don’t 
be Communists,” and “We are wonderful” is not very effective propa- 
ganda. 

Chairman Brinces. What about the area of Berlin ? 

Commissioner CoNANT. It is a most exciting place, and I have often 
said if anybody has any doubts about what communism is like and if 
anybody takes a soft view of it, they had better take in Western Berlin 
2 weeks or 2 dk ays and they will change their mind. There you have 
dramatically the two systems standing in opposition to each other. 
You have the East Zone, the Soviet, and the West Zone under British, 
American, and French control. You have the elected house, the sen- 
ate, and the mayorthere. We have been doing what we can to support 
them. 

SOVIET SUPERVISION OF EAST ZONE 


The East Zone is under the Soviet system. You have two different 
universities. They are courageous people. Every time I go there, 
and even in the few months I have been there, they like to see Ameri- 
cans there to know we are still standing by them. Every time I go 
there I get another thrill, because of their courage and endurance and 
their spirit. 

BERLIN RADIO COVERAGE 


Chairman Bripers. What about radio coverage in Berlin? 

Commissioner CoNANT. ~ ged is heard because it is a small place 
compared to the whole. When I spoke on RIAS, the first speech I 
made there, my wife spoke a little and we got very touching letters 
saying, “Your voice gives us hope. We are going to look forward to 
unification,” e+ cetera. 

Chairman [*x1pers. What is the mail interchange with the East 
Zone? 

Commissioner Conant. ‘Apparently it is slow, but it goes between 
the West and the East Zones. 

Chairman Brinces. What communication other than mail is there ¢ 

Commissioner Conant. They have sealed off in the last year almost 
completely the East Zone from the German Republic, the West Zone. 
I have been over the frontier. It is a very terrible thing to see the 
way they have put in the barbed-wire fences. There are a few places, 
Helmstedt, where you get through on the autobahn and the railroad 
to Berlin if the Russians will allow you; the German Communists who 
control it. 

There are 1 or 2 other points in the Bavarian border. By and large, 
the only way in which you could get there would be to go to Berlin. 
Then you would cross from the west sector to the east sector fairly 
freely by the subway. Then, in the east sector they have not yet 
sealed that off from the East Zone. That is the way the refugees come 
through. 

TRAVEL FROM DRESDEN 


Senator Maypanx. What about Dresden ? 

Commissioner Conant. That is deep in the East Zone. 

Senator Maypank. I knew that. 

Commissioner Conant. A person in Dresden who wanted to get to 
the West Zone would have to move to the east sector of Berlin and 
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not be stopped. Until recently they were stopping them, Then take 
the subway and ease into the west sector. To get him out we would 
have to fly him out. No German will travel on the autobahn or on 
the railroad. 

Chairman Bripers. How about the river? 

Commissioner Conanv. That is under Russian control. 

Chairman Brinvges. Are there any other questions from the com- 
mittee ? 

Dr. Conant, you and Mr. Wolfe will furnish the material for the con- 
fidential information of the committee on the contingency fund and 
you will furnish the other material requested here ¢ 

Commissioner Conant. Yes, sir. 

Senator McCartruy. The other members of the committee might like 
to have a copy of this so-called confidential report made in February 2, 
1953. I would dislike distributing this in view of the classification. 
In reading it I can see no reason for the classification. I am sure the 
Senators would like to read it. 

I would suggest that Dr. Conant take the matter up with the security 
officer and see if this does not be declassified so it could be freely 
distributed. 

Can you think of any reason why this should not be declassified ¢ 

Mr. Wore. I would have to go through it. 

Senator McCarruy. I think the information here would be of great 
value to the committee when they mark the bill up. 

Commissioner Conant. When I put this statement of mine in the 
record, Dr. Johnson is also going to put a statement in as he did to the 
House committee a week ago. 


DISMISSAL OF COMMUNIST EMPLOYEES 


Senator Maypank. You are convinced in your short stay there that 
anyone with Communist leanigs in your employ, you have gotten 
rid of them ¢ 

Commissioner Conant. Yes. 

Senator Maybank. That is all I can ask. 

Commissioner Conant. Yes. I rely on the checks that have been 
done in the cases that have been brought up. I am convinced, but I 
can assure you I will keep my eyes open. 

Senator McCarruy. You have gotten rid of no one because of 
Communist leanings, have you? 

Commissioner Conant. In the last year quite a number of people 
have been dismissed. 

Senator McCarruy. No; you. Senator Maybank said, “You have 
gotten rid of everybody with Communist leanings.” I say, Have you 
gotten rid of anyone you thought had Communist leanings ? 

Commissioner Conant. There have "been some people terminated, 
unless I am mistaken, for security reasons since I have been there. 

Mr. Wo.rer. That is right. ; 

Senator McCarruy. Do you know how many? 

Commissioner Conant. I do not know, but maybe Mr. Wolfe does. 

Mr. Wotrer. Probably three. Over a period of time we have rid 
the organization of many undesirable people. You do not read about 
it in the newspapers, but I would say since Dr. Conant has taken over, 
ves, three. 
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Senator McCartruy. Do you have your own security setup over 
there or must you go through the State Department in Washington ? 

Mr. Wore. We have our own security office there. 

Senator McCarruy. Your security officer either gives or refuses 
clearance ? 

Mr. Wo tre. He gives the facts and evaluation is done by myself 
or in conjunction with the other directors, the Deputy High Commis- 
sioner or the High Commissioner. 

Senator McCarrny. Do you have access to the FBI information ? 

Mr. Wotre. Sometimes we do; sometimes we don’t. 

Senator McCarruy. Have you personally reviewed the Clucas file? 


REVIEW OF FILE ON DR. CLUCAS 


Mr. Wore. Yes, all we have. 

Senator McCarrny. You are satisfied with Clucas? 

Mr. Wotre. Absolutely, sir. 

Senator McCarrny. No doubt in your mind? 

Mr. Wotre. No, sir. 

Senator McCarruy. You think he is the kind of a fellow you want 
to keep on there in this information program ? 

Mr. Worrer. I think Dr. Conant answered that. 

Senator McCarrny. What do you feel ? 

Mr. Wo re. I feel the same. 

Senator McCarruy. A good, loyal American? 

Mr. Wotre. Yes, sir. 

Senator McCarruy. Typical of the people in the information 
program ? 

Mr. Wotre. I would not say he was typical. 

Senator McCarrny. The same typical high grade of loyalty? 

Mr. Wotre. I would say Clucas has a high grade of loyalty and 
I would say most everybody except those we mentioned this morning— 
the three I have mentioned this afternoon rather, without names—are 
loyal Americans. 

Senator McCarrny. In other words, the three you got rid of you 
thought were good, loyal Americans? 

Mr. Worre. No; I did not or I would not have gotten rid of them. 

Senator McCartny. I thought you said three were loyal. 

Do you think Clueas is a good security risk ? 

Mr. Wotre. I do. 

Senator McCarruy. Would you compare him favorably with 
Kaghan? 

Mr. Wore. I would. 


FURTHER DISCUSSION OF KAGHAN DISMISSAL 


Senator McCarrny. You thought Kaghan was also a good, out- 
standing American. 

Mr. Woxre. Going entirely by the record he has made in fighting 
communism since I have known him for 4 years. 

Senator McCarrny. Let us not start hedging. Take his entire 
record. Did you think Kaghan was a good, loyal American, a good 
security risk? 

Mr. Wotre. Yes,sir. I do as of the time I have known him, 4 years. 

Senator McCarruy. As of today? 
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Mr. Wotrr. Yes, sir, absolutely. 

Senator McCarruy. Then you think when the State Department 
asked him to resign that was unfair to him ¢ 

Mr. Worrr. Insofar as his loyalty was concerned, absolutely. 

Senator McCarruy. Let us not restrict it to loyalty. Let us take 
security also. Did you think they were unfair to him? 


Mr. Wo tre. I do. 
ATTITUDE TOWARD DOUBTFUL EMPLOYEES 


Senator McCarriry. Would you have any qualms about any other 
employees? Weare not concerned with Kaghan because he is out now, 
but let us take other employees who have the same type of record. 
Would you have an qualms about an employee who had been attend- 
ing Communist meetings, signing Communist petitions, swearing that 
he was going to support the Communist Party not 20 years ago but 
after the Hitler-Stalin Pact, writing plays produced by Communists, 
Communist line plays, working for an organization that he said he 
knew was headed by a Communist and then gets into the Government 
under the OWI and as late as 1946 strongly censored by his boss and 
since then the only thing you find is just the usual, general condemna- 
tion of the Communist Party? You would think that type of history, 
generally, would make him acceptable ? 

Mr. Wotre. You have to have, as you know, the entire story about 
any individual before you can evaluate whether he is a security risk 
or not. 

Senator McCartny. Have you read the testimony of Kaghan? 

Mr. Wo re. I have. 

Senator McCarrny. You have read it? 

Mr. Wotre. Most of it. 


KAGHAN TESTIMONY 


Senator McCarrny. You are aware of the questioning of Karl 
Mundt when Mundt asked him and also Senator Jackson to search 
his record and try to point out some specific case where he fought 
against communism as he had fought for it? You are aware of the 
fact his only answer was, “I have been fighting communism in Ger- 
many,” and he had two letters from two important people. You 
say that is the kind of individual you want running the information 
program ¢ 

Mr. Wo tre. I would say from personal knowledge of the man for 
4 years and of his fight against communism, I would say yes. 

Senator McCarruy. Let us take the entire record. You say Kaghan 
is the type of man you propose to keep in charge of the information 
program ¢ 

Mr. Wo re. I did not say he was the type of man. We were speak- 
ing about Kaghan. 

Senator McCarruy. You thought he was a good, high type? 

Mr. Wotre. I thought Kaghan was loyal to the United States Gov- 
ernment. I thought he was a fine fighter against communism. 

Senator McCarrny. And doing a good job? 

Mr. Worrr. And doing an excellent job. 
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Senator McCarruy. That is the kind of man you want to run the 
program if we give you this money 4 

Mr. Wore. That is right, 

Senator McCarruy. If you can find someone else like Kaghan, you 
would like to hire him? 

Mr. Wore. If I can find somebody else like Kaghan without any of 
this derogatory information, it would still be better. 

Senator McCartruy. We can find a lot like him for you. 

Mr. Worre. I said without any of the derogatory information you 
mentioned. 

Senator Maysank. Will the Senator yield? 


FBI INFORMATION 


I was very much disturbed at one answer he gave, that sometimes he 
got information from the FBI; sometimes he did not. Did I under- 
stand that correctly ¢ 

Mr. Wotrr. That is right. 

Senator Maypank. I think that is a dreadful mistake if the FBI 
cannot give the information to Dr. Conant and you people are running 
the Government in Germany. 

Mr. Wotrer. JI do not want to leave you under a misapprehension. 
The FBI information is available to the State Department and in its 
entirety. There have been times when we have not received it. 

Senator Maysank. You should receive it. 

Mr. Worrer. If there is anything derogatory about the individual in 
the FBI file, normally we receive it. Only through an error back here 
would we not receive it. 

Senator Maysank. Thank you for correcting the record because I 
understood you to say sometimes you did not receive it. I want to 
thank the Senator from Wisconsin eo the opportunity to ask that 
question because I certainly think Dr. Conant, above all people, who 
will be the Ambassador to Germany, should have every record from 
the FBI or anybody else. 

Senator McCarruy. May I say just so the record will be clear 
that I favor strongly the idea of an information program. I think 
we should get our story behind the Tron Curtain. However, if a 
program were to be run by a man like Kaghan, who has been asked 
to resign by the State Department because they felt he was a very 
bad security risk, after carefully going over his record and if the 
young man here says, “I want Mr. Kaghan running the program,” 
then I think it would be worse than a waste of money to give them 
money. I think it is very unfortunate, extremely unfortunate, that 
we cannot have a good information program run by good, loyal 
Americans. God knows, we have a great number of people who have 
never sworn they were supporting the Communist Party, lived with 
Communists, had meetings in their homes. 

I may say it disturbs me but does not surprise me a great deal 
to find you saying—and I do not refer to you personally, “because I 
have never met you—but your Department. saying that “Give us the 
money and we will find some more Kaghans. 

Iam convinced you will do that, you will find more Kaghans. 
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Mr. Wovrr. I want to make it perfectly clear. I did not say that. 
I said that I was convinced of Kaghan’s loyalty over the period of 
the time I have known him. 

Senator Maysank. How long have you known him? 

Mr. Woxre. Four years. I said if we could have more men with 
the loyalty that he had during these past 4 years, without the deroga- 
tory information you apparently have, then yes, we would hire them. 
They would be much better. 


KAGHAN’S COMMUNIST ACTIVITIES 


Senator McCarruy. Did you ever talk to him about when he 
reformed ¢ 

Mr. Wotrr. Yes. 

Senator McCarrnuy. We had the report of the general who said 
he was doing a bad job, was overfriendly with the Communists in 
1946. 

Mr. Wourer. A lot of people were. 

Senator McCarriuy. You have the long sequence from 1935 when 
he started writing Communist plays; 1940, when he lived with the 
Communists, attended meetings; 1946, when he was one of the few 
people who were invited to the Russian Zone when he was playing 
up the news that was derogatory to this country. That is certainly 
not the mark of a good, loyal American, which is all admitted in 
testimony. 

You have read the testimony. Have you any idea when in 1946 or 
1947 he changed? And 1948? 

Mr. Wotre. I would say if Kaghan changed—I did not know he 
was a Communist. I have seen nothing to say he was a Communist. 
I would say since I have known him, which was 1949, he has done a 
wonderful job of fighting communism, and a thousand examples of 
that can be given. 

Senator McCarruy. But one good way of fightin’ communism 
would be to give the names of those you knew were in ‘he party. 

Mr. Wourr. If he knew they were Communists. 

Senator McCarrny. If he attended Communist meetings, would 
it not be a good idea to give the names to the FBI? 

Mr. Wo rrr. If he knew they were Communists and if he had at- 
tended Communist meetings. 

Senator McCarrnuy. Let us say he did not see them carrying a 
card. You say he was fighting communism. If he attended Com- 
munist meetings, do you not think he could fight communism by going 
to the FBI and saying “I knew John Jones, Pete Smith, and Nellie 
Grey; they attended these various meetings in the apartment.” 
Would that not be a mark of his sincerity; and, if he refuses to do 
that, wouldn’t you doubt that he had really broken with the party / 

Mr. Wotrr. If I recall the testimony properly, he said that he lived 
with a man by the name of Erwin, who he decided was a Communist. 

Senator McCartny. Knew was a Communist? 

Mr. Wore. Knew as a Communist and he left that. He did not 
actively participate in the meetings or did not take a part in them. 

Senator McCarruy. Let us get back to my question. ‘The testi 
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mony was that he attended Communist meetings. He could not tell 
us how many. He gave the figure of 12 at one time, a probable figure. 
He said there were meetings in the apartment. If he had broken with 
the party, would it not be a good way to prove it by going to the FBI 
and giving the names of the people who visited the apartment at those 
meetings ¢ 

Mr. Wotre. Yes, sir. 

Senator McCarruy. Would it not be a good way ? 

Mr. Worre. Yes. 

Senator McCarrny. If he refused to do that, would you not be 
inclined to question whether he had broken with the party? 

Mr. Wotre. I would say it would depend on his reason. 

Senator McCartuy: What reason would you have not to name 
those in the Communist conspiracy ¢ 

Mr. Wo rrr. If it were a Communist meeting, he may not recall 
the names. He may not recall they were there at a Communist meet- 
ing. After all, from what I have heard, it happened many years ago. 

Senator McCarrnuy. You are getting away em the question. He 
stated he attended the meetings. You stated maybe it was not. Let 
us stick to the meetings. You said he was a good American. 

Mr. Wotrr. I did not say that. 

Senator McCarruy. Maybe I have been putting words in your 
mouth. 

Mr. Wotre. That is right. 

Senator McCarrny. I got the impression you thought he was the 
type of man you wanted there; that you found nothing wrong with 
him. Therefore, it is interesting to check your thinking. 


REFUSAL TO NAME PERSONS 


Would you say that where he refuses to give the names of a single 
person who attended any of those Communist meetings, give the name 
of a single persor who attended the meetings in the apartment to the 
FBI, that might cause some doubt in your mind as to whether or not 
he had broken with the party? Or would you still say he is the kind 
of man you would like to have in the Voice? 

Mr. Wo rr. I still say the only thing I know about the man is 
4 years of fighting communism, and that is to me demonstration of the 
fact that, if he ever was a Communist or ever leaned toward com- 
munism, he could not do the job of fighting communism that he has 
done for 4 years and have any Communist leanings left in him. 

Senator McCarrny. You differ from his commanding officer there 
as to his fighting communism. 

Mr. Wotre. That was in 1946 when there was quite a bit of relation- 
ship. 

Senator McCartnuy. You are the man who passes upon these men 
from the security standpoint. I think it is important for us to get 
your thinking. 

Mr. Woxrr. I would be happy to give it. 

Senator McCarrny. Do you say, where a man was so active in the 
Communist movement as Kaghan was over such a long period of time . 
and then when he refuses to give the name of a single person who ever 
attended a Communist meeting with him, meetings in the apartment, 
refused to give the FBI a single name, that does not cause you to 
doubt whether he broke with the Communist Party ? 
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Mr. Wo rre. If he knew the names, he should have given them. 

Senator McCarrny. When he says “I cannot remember a single 
name.” would you think that might mark him either as being so unin- 
telligent or dishonest ? 

Mr. Worre. No; I would not say it was unintelligent or dishonest. 

Senator McCarrny. If you attended a dozen Communist meetings, 
if you lived with a Communist, if you signed a pledge under oath 
swearing you would support the Communist Party, if there were 
meetings in your apartment only 10 or 11 years ago, do you think 
you might possibly, by stretching your imagination, remember just 
one little name? 

Mr. Wotre. I would hate to remember names of a lot of meetings 
that I have attended in the last year. I do not know. I do not 
know whether he remembers them or not. 

Senator McCartuy. I have nothing further, Mr. Chairman. 

Thank you very much. 


REVIEW OF PERSONNEL IN KEY POSITIONS 


Chairman Brinces. The committee, Dr. Conant, and Mr. Wolfe, 
is disturbed, as you are well aware, by the rumors and the stories 
coming to it regarding some of the individuals who are administering 
the programs abroad. Senator McCarthy’s questioning along those 
lines—Dr. Conant is new there—is evidence of the doubt in the minds 
of members of the committee and hardly a day goes by that some 
information is not furnished to us. 

To appropriate money with a real satisfaction that it is to be well 
spent, requires confidence in the personnel, and we certainly hope 
that you are going to review the personnel in the key positions there 
in light of information which has been brought to your attention 
which you may not have been too familiar with before. 

Mr. Wotre. I have been responsible for the security program for 
4 years. I have been very proud of that security program. We have 
checked and rechecked every individual, German and American, in 
the program. I am very proud of that program. You do not hear 
about it. You do not read about it, but I will stack it up against 
any security program any place. That is from 4 years’ experience 
with the program. 

Senator Maypank. Let me ask one thing more. Do you need any- 
thing from the FBI that you are not getting? 

Mr. Wotrr. I think not. 

Senator Mayspank. I might have misunderstood your statement 
which I didn’t intend to do. The chairman could have the FBI give 
you any information that you might want. 

Mr. Wo tre. If there is any mistake at all, it is not a mistake of the 
FBI. 

Senator Mayank. I understood you to suggest there was some 
information they had not given, but there is no information you want 
they have not given? 

Mr. Wo re. “No, sir. 

Chairman Brinvees. That is all. Thank you very much. 

We will adjourn until 10 a. m. tomorrow morning. 

(Whereupon, at 4:30 p. m., Monday, June 15, 1953, a recess was 
taken until Tuesday, June 16, 1953, at 10 a. m.) 
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TUESDAY, JUNE 16, 1953 


UNITED STATES SENATE, 
Tue COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to recess, in room F-39, the 
Capitol, Hon. Styles Bridges (chairman of the committee) presiding. 
Present : Chairman Bridges. 


DEPARTMENT OF STATE 
GOVERNMENT AND RE IEF IN Occuprep AREAS 


STATEMENTS OF HON. LLEWELLYN E. THOMPSON, UNITED STATES 
AMBASSADOR TO AUSTRIA; DR. ROBERT L. JOHNSON, ADMINIS- 
TRATOR, UNITED STATES INFORMATION AGENCY; ORVILLE #. 
TRANSTRUM, DIRECTOR OF ADMINISTRATION, OFFICE OF THE 
HIGH COMMISSIONER, AUSTRIA; HERMAN POLLACK, DEPUTY 
EXECUTIVE DIRECTOR, BUREAU OF EUROPEAN AFFAIRS; 
ALBERT G. SIMS, ACTING DEPUTY ADMINISTRATOR, UNITED 
STATES INFORMATION AGENCY; WALTER ROBERTS, CHIEF, 
AUSTRIAN BRANCH, OFFICE OF EUROPEAN PROGRAMS; AND 
EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 


AUSTRIA 


Chairman Bripces. The hearing will come to order. The meeting 
this morning relates to funds for Austria. We are glad to have the 
distinguished Ambassador to Austria, Mr. Thompson, with us this 
morning. We will be glad to hear from you on the justification of the 
funds. 

Mr. THompson. Thank you, Mr. Chairman. 

This is my first appearance before this committee. If agreeable to 
the committee, I should like to begin with a brief statement about 
Austria and what the United States has been able to accomplish there. 

I imagine that everyone who appears before this committee con- 
siders that his is a special case. I must confess that I am no exception 
for I believe that the situation in Austria is an exceptional one. In 
the first place, Austria is one of the few places in the world where 
United States power and Soviet power are directly confronted, the 
other cases being Germany and Korea. Germany has been divided 
and the West German Government exercises its authority only over 
the Western Zones and the Western sectors of Berlin. Austria is like- 
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wise divided into zones and Vienna into sectors, but the authority of 
the Austrian Government extends throughout all of Austria. Wehave 
not only succeeded in holding the line there but have been able to turn 
most of the functions of government over to the Austrians. 

Austria is also a special case in that it is the only place outside the 
United Nations where we are regularly doing business with the Soviets. 
Nearly every day of the week I or my assistants meet with the Soviets 
in the various bodies of the Allied Commission. On the basis of the 
Allied Control Agreement of 1946 we have been able to allow the 
Austrian Government to conduct most of its own affairs. This is 
largely due to a clause in that agreement which is known as the 
“inverted veto.” 


INVERTED VETO 


This clause provides that all Austria’s legislation, except constitu- 
tional amendments, become effective after a period of 31 days unless 
all 4 of the Occupying Powers agree to veto it. United States policy 
toward Austria was set forth in 1946 by the then High Commissioner, 
General Clark, as follows: 

One, promotion of democratic self-government; two, the elimina- 
tion of remaining Nazi influences; three, rehabilitation of a self-sup- 
porting Austrian economy; and four, establishment of friendly rela- 
tions between Austria and other countries. 


FIRST AUSTRIAN NATIONAL ELECTIONS 


The first Austrian national elections were held in 1945 and resulted 
in an overwhelming majority for the anti-Communist and anti-Fascist 
Parties. The Communists polled only 5 percent of the popular vote. 
The same coalition which was then established of the Peoples Party 
and the Socialist Party was maintained in the elections of 1949 and 
those held in February of this year. Eighty-four percent of the 
voters supported the two coalition parties. — 

In the Austrian Parliament today, of a total of 165 seats the Peoples 
Party hold 74 and the Socialists 73. The League of Independents, a 
rightist party, dropped from 16 to 14 seats and the Communists from 
5 to 4 seats. Under Austrian laws a party must have 7 seats before 
it can introduce legislation, and at least 5 before it can interpolate, or 
question, the Government. 


SOVIET THREAT 


This political alinement of the Austrian people, to be appreciated, 
must be seen against the perspective of the constant Soviet threat 
under which the people live. Austria borders on two Iron Curtain 
countries—Hungary and Czechoslovakia—and has a large Soviet oc- 
cupation force within its borders. Nearly one-half of the population 
lives east of the Soviet demarcation line. In the first 3 months of this 
vear we know of 10 cases of Austrians kidnaped from their homes, 
places of business, or from the streets. ‘They are presumed to be in 
Soviet hands. Despite such intimidation, the Austrians are openly 
friendly to the West. ; 
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In 1943, we, together with the British, Soviets, and French, declared 
that Austria would be treated as a liberated country and not as an 
enemy. Despite the fact that we have had some 260 four-power 
meetings on the matter, we have still not been able to conclude a state 
treaty for Austria and bring about an end of the Allied occupation. 


TREATY NEGOTIATIONS 


As I left Vienna, my Deputy, who represents us at these meetings, 
returned from the meeting in London scheduled for May 27 at which 
the Soviets refused to appear. Our aim in these negotiations has been 
to conclude a treaty that will assure Austria’s political and economic 
independence. Despite its many efforts to confuse the issue, it is 
clear that the Soviet Union is unwilling to conclude such a treaty at 
this time. 

Austria’s postwar progress in the economie field due to United States 
assistance and their own hard work is striking. Her index of indus- 
trial production is now about 168 percent of production in prewar 
years. Agricultural production has been restored to approximately 
the prewar level, and is steadily increasing. 

Chairman Brivezs. If I may interrupt, with Austria’s industrial 
production of 168 percent of prewar and her agricultural production 
restored to approximately prewar and steadily increasing, their prob- 
lems have been pretty largely solved ? 

Mr. THomprson. Yes. But as I will mention a little later, we had 
the problem of restoring Austria not only to prewar but to better than 
prewar conditions because between the two wars she supplemented her 
economy by outside aid. The other aspect is that of the dollar gap. 

The runaway inflation which seriously threatened the economy in 
1951 has now been stopped, and the Austrian schilling currency has 
been maintained ever since early 1952 as one of the most stable cur- 
rencies in Europe. 


ECONOMIC PROGRESS 


This economic progress has been accomplished despite the burdens 
of occupation and the continued Soviet exploitation of a vast complex 
of Austria’s industrial and agricultural resources. The Soviets took 
and held control over Austria’s entire oil industry as well as some 350 
industrial and agricultural enterprises. Were it not for the burdens 
of the occupation and of Soviet exploitation, Austria could quickly 
become economically independent. 

It is this considerable record of progress which has made it possible 
for the United States to reduce its level of aid to Austria. In the first 
15 months of the Marshall plan, through fiscal year 1949, Austria 
received nearly $350 million; whereas, aid for fiscal year 1953 has so 
far totaled only $35 million. In all probability, this figure will be even 
further reduced in the coming year. 


PREWAR SITUATION ° 


To bring Austria’s political and economic progress in the postwar 
period into proper perspective, I should like to call your attention to 
her prewar situation. After World War I, the country had been 
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reduced from an empire of 51 million population to 7 million; from an 
area of 261,000 square miles to 32,000, Adjustment to this new situa- 
tion was difficult, and in the between-wars period there was political 
turmoil and Austria could exist only by outside financial assistance. 
So, for Austria to be able to stand on her own feet today means not 
only to be restored to her situation before the last war but to improve 
upon that situation. 


POSTWAR UNITED STATES AID 


To help achieve this goal the United States granted to Austria, in 
the postwar period, near rly a billion and a half dollars of aid. Along 
with the money went economic and financial counsel to assure its wise 
expenditure, first for relief, and then more recently to build a na- 
tional production plant which will aid Austria in the decades to 
come. These expenditures have laid the foundation for a viable 
economy. 

The fact that we are directly opposed by Soviet power in Austria 
is nowhere more evident than in the information field. For example, 
the Soviet element in Austria exercises a large measure of control 
over the Austrian radio system and pu blishes a German- language 
daily newspaper in Vienna in addition to two dailies published by 
the Austrian Communist Party. Combined circulation of these three 
newspapers is estimated at 170,000 daily. We have met this by our 
own publication of a German-language daily, the Weiner Kurier, 
which has a daily circulation of around 130,000 and a Saturday net 
paid circulation of 230,000. Some of these Communist papers have 
forced circulation. 

The Weiner Kurier circulation is, of course, not confined to Vienna 
but is nationwide. This paper is sold at the same price as the other 
Austrian papers and leads the Austrian press in volume of advertising. 
Except for the salaries of three American employees, and administra- 
tive support which the Embassy provides, the income derived from 
sales and adverfising defrays all of the costs of the paper. 


ADIO NETWORK 


We also operate a radio network with stations in Vienna, Linz, and 
Salzburg. These stations also accept advertising and the stations in 
Linz and Salzburg receive Austrian listening fees. The present an- 
nual revenue amounts to about $600,000 per year, while the costs 
amount to $985,000, exclusive of administrative support. 

We have estimated that the Soviets and the Communist Party in 
\ustria are spending a total of about $25 million a year on propa- 
ganda in Austria. While this is, of course, a rough estimate, it is not 
merely a guess at the overall amount, but is based on a careful esti- 
mate of each phase of their ope rations, We estimate, for example, 
that the Soviets have expended $500,000 on the germ- ‘warfare cam- 
paign alone. 


. 


The Austrian press and Government are, of course, not in a position 
adequately to counter the base and slanderous charges made against us, 
such as that exemplified by the germ-warfare campaign. The “Wiener 
Kurier” and the Red-White-Red network constitute the heavy artil- 
lery upon which we rely chiefly to meet these slanderous attacks. 
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Other officials are here to testify on the information program, but I 
want the committee to know the importance I attach to these two 
media in the cold war, which is about as “hot” in Austria as it is 
anywhere in the world. ; 


BUDGET ESTIMATES 


I would now like to make a few remarks about the budget. The 
funds expended by the Department of State in carrying on its pro- 
gram in Austria are obtained from two appropriations. The first is 
the salaries and expenses appropriation which covers the normal 
diplomatic and consular activities in Austria, In the 1954 appro- 
priation request $544,160 was included for that purpose. 

The second is the appropriation we are discussing today, the Gov- 
ernment in Occupied Areas appropriation (GOA). This appropria- 
tion request, which covers the costs of carrying on the occupation 
activities, is in the amount of $7,450,000. Although it is only this 
amount we today request be appropriated, in order to provide this 
committee and the Congress with the complete story of our program 
in Austria and its costs, I shall talk to the total program for 1954 
costing $7,944,160 of which $3,588,528 will be expended in dollars, and 
the remainder in schillings that can be made available to us from 
public affairs activity income and surplus MSA schillings in the 
Treasury. 

TOTAL EMPLOYEES 


These funds will support in 1954 in Austria 265 American positions 
and 1,578 local positions. The latter figure includes 452 local contract 
employees in the information program. The request for American 
positions in 1954 represents a reduction of 107 positions from the 1951 
strength and 41 from the present strength. The request. for local 
positions represents a reduction from 1951 strength of 708 positions 
and 170 positions from current strength. 

A little later in our discussion you may be interested in some charts 
that I have with me which show the decline in positions from 3 years 
before takeover by the State Department, to 1954, 3 vears after take 
over. Since 1948, Americans on civil affairs have been reduced by 52 
percent and local employees by some 40 percent. Since fiscal 1951 
when the Department of State assumed the responsibilities, we have 
cut our American and local staff by about 30 percent. 

I sincerely feel that every effort has been made to reduce personne] 
and other costs to the lowest possible level consistent with the inter- 
national obligations of the United States in Austria. 


MAJOR ACTIVITIES 


Finally, I would like to invite the committee’s attention to the gen 
eral makeup of the combined GOA and salaries and expense budget 
as it is distributed among the four major activities: The conduct of 
relations with Austria activity will require 22 percent of the budget ; 
the consular activity will require 2 percent of the total budget: pub- 
lic affairs will require 56 percent of the budget; and administration 
will require 20 percent of the budget. Of the amount required for 
administration, 63 percent is properly allocable as administrative sup- 


port to public affairs. 
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INFORMATION PROGRAM 


If I might, Mr. Chairman, revert just a moment to the information 
program, I brought with me some posters that I think would show the 
committee the kind of thing we are up against. 

This is an old poster but it will give you an idea of what this kind 
of propaganda is. This second poster says, “Death to the American 
air gangsters in Korea. Shall this be allow ed to pass throughout the 
world?” 

Three or four such posters come out every month. 

Here is another example. It relates to our having advanced the 
short treaty which the Soviets call the skeleton treaty. This poster 
depicts the Communist impression of the Austrian appeal to the 
United Nations. The implication of this poster is that Austria is being 
partitioned by this action. 

We meet this kind of thing with posters of our own. This poster 
represents one of our most effective. It pictures Austria as a cow being 
milked by the Soviet and is labeled USIA which is the name the 
Russians use for their industrial complex there. Here are some exam- 
ples of Soviet efforts to suppress it by defacing our poster. 


KNOWLEDGE OF KOREA 


Chairman Brinees. I note Korea; how much do the Austrians know 
about Korea? How much knowledge is generally circulated about 
Korea ? 

Mr. Tuompson. There is a great deal in the press about it. It was 
stirred up by this germ-warfare campaign on which we calculated 
they have spent a half million doliars to put across. They had exhibits 
showing alleged germ bombs. There were a lot of pamphlets, alleged 
scientific: doc uments, testimony of alleged scientists that this had 
happened. 

It was a very tough campaign to meet. They kept repeating this in 
their press. 

Chairman Bripees. What is their other approach on Korea that 
they are trying to sell? 

Mr. THomrson. They accuse us of being the a a. There is 
literally no charge they would hesitate to make. t e thing I particu- 
larly want to stress about the information battle in Austria is that 
there we meet direct Soviet propaganda. It isn’t simply the Commu- 
nist Party in Austria; these posters bear the imprint of the Soviet 
Information Service. 

The reason why I am so concerned about our maintaining a vigorous 
information program there is that the Austrians themselves cannot. 
fully meet this sort of thing. Under the occupation agreement they 
cannot attack one of the occupying powers. ‘That means if they 
printed a vigorous rebuttal to this thing, they would be in trouble 
with the Allied Commission. 


EXTENT OF PROGRAM 


Chairman Briners. You say the Russians are spending about $25 
million for propaganda. With the amount we can spend there, how 
can we best defeat them ? 
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Mr. Tuomrson. I think we are doing a good job at the present time 
with our present program. We have this newspaper which is the 
second largest in circulation in Austria. That newspaper goes out and 
competes with the regular newspapers on the boulevards. We do not 
force the circulation. We sell it at exactly the same price as the other 
papers. It has a great effect. The radio program as well, of course. 

We have an information center in Vienna which is almost too great 
a success for the available facilities. We have had the attendance 
there as high as 5,000 ina day. It runs almost an average of 4,000 now. 

Chairman Briers. How many Americans and how many Germans 
are employed in the Information Service? 

Mr. Transtrum. The request for 1954 is 49 Americans and 362 
Austrian employees. In addition to that, the Red-White-Red radio 
and the Wiener Kurier newspaper have under a contractual relation 
452 local employees. 

Chairman Briners. Does the MSA conduct in any way a separate 
information program ? 

Mr. Tuomrson. No, sir; it is completely integrated. 


RELATION TO MUTUAL SECURITY ADMINISTRATION 


Chairman Briers. What is your relation with the MSA? 

Mr. THompson. It is the same as the relationship of any ambassador 
with the chief of the MSA mission. I think we have carried further 
the integration of the two activities in Vienna than almost anywhere 
else. We have one man, the head of my economic section, who is also 
the deputy to the MSA Administrator. The staffs are almost inter- 
changeable. 

Chairman Brivers. Is the aid you give this paper a subsidy or a 
loan? 

Mr. Tompson. We operate it. It is our paper. Except for ad- 
ministrative costs which are fairly high, outside of that and the salary 
of three Americans, it pays for itself. Income last year from the 
Wiener Kurier was $930,000 and the cost was $923,000, outside of the 
administrative costs. 


CULTURAL AFFAIRS PROGRAM 


Chairman Bripcres. We note your cultural affairs program is vir- 
tually the same in 1953, while you have reduced your information 
program. Why is that? 

Mr. THompson. In these information centers, the cost is fairly stable 
every year. On the information side we have cut down some on the 
pamphlets, but the things such as exchange students are kept fairly 
constant. 

ROOT OF PROBLEM 


Chairman Brincrs. What makes Austria, besides fronting Russia, 
the major problem? Is it the lack of a corridor of access? 

Mr. THompson. I would say it is really the occupation that is the 
root of our problem. If we could get out of there, I think the Aus- 
trians could run their affairs. We have not been able to persuade the 
Soviets to conclude the treaty. 
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Half of the people in Austria live behind the Soviet demarcation 
line. As long as that exists and they are subject to those pressures, 
it is a bad situation for them and for us. 

Chairman Bripcgs. Is the fact that we have no access corridor to 
Vienna anything to do with it? 

Mr. THompson. No, sir. We are better off there. We have a fixed 
route in there. The Soviets have now reduced their controls over the 
movement back and forth between the corridors. Any Austrian could 
always go anywhere in Austria. Anybody except nationals of the 
occupation powers can go anywhere in Austria without any difficulty. 
All they have to do is identify themselves. Now they are not even 
maintaining the check part of it. 

Chairman Briners. How long has that been true? 

Mr. Tuompson. The first part of this statement was always true. 
The latter part has been true since last month when they removed the 
check point. They are now making only spot checks. 


PROSPECTS OF PEACE TREATY 


Chairman Bripers. What do you think the prospects of a peace 
treaty are? 

Mr. THompson. The Soviet action in not turning up at this meeting 
in London is very discouraging. It is very difficult to see any imme- 
diate prospect because if the *y wanted a treaty, they could have come 
to that meeting and we could lave discussed it. it would be fairly 
easy to conclude one if they wanted to. So I do not see any imme- 
diate prospect. 

Chairman Bripces. What is the best way of handling it? To con- 
tinue on in this very amicable approach we are making or to relax 
in our negotiations for a peace treaty for a while? What are we 
gaining? We have had literally hundreds of meetings. 

Mr. Tuomrson. We have had 260 to be exact. It is an embarrass- 
ment to them, this constant admission they do not want to have a 
treaty, and it helps the Austrian people realize we are still trying and 
gives them courage. Austria has been occupied, if you include the 
Nazi occupation, for 15 years. The strain on the people is very great. 

Chairman Brinces. Yesterday Commissioner Conant revealed that 
the personnel would be reduced 40 percent to carry on the program 
in Germany, and by comparison, the reduction which you propose in 
Austria is very slight. Why do you think Austria should be treated 
differently than Germany ? 

Mr. Tompson. In my statement I referred to the fact that in our 
program in Austria we never zoomed up to any of these big figures. 
This shows the reduction that has taken place in our personnel in 
Austria since the takeover and even before. We took over from the 
Army in October 1950. 

Chairman Briners. What are the functions of your local people, 
mainly? 

Mr. Tompson. ‘The bulk of the people are in connection with the 
radio and the newspaper. Also, we use a lot for the administrative 
services. 
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RELATION WITH MILITARY 


Chairman Brivees. What is your relationship with the military 
there? 

Mr. Tuomprson. By Executive order I am the chief Government 
representative in Austria except for military matters. I maintain 
a very close relationship with the military commander who has his 
headquarters in Salzburg. We get together often. Either I go there 
or he comes to Vienna. We maintain liaison officers in the zone and 
in Vienna. He is responsible for the military, and I am responsible 
for everything else. 

Chairman Briners. You think this budget you proposed here is 
the minimum budget you can get along with ? 

Mr. Tuomrson. I do, Mr. Chairman, in view of the present cir- 
cumstances in Austria. I think this may well be a critical year. The 
Soviets have now taken a new approach. We do not know the effect 
of that. I will say that our information program is a large one for 
a country the size of Austria, and I would hope we can reduce it. At 
the present time I do not think it should be done. 


POSSIBLE EFFECT OF PEACE TREATY 


Chairman Bringes. Supposing a peace treaty is finally negotiated ¢ 
What will happen then ? 

Mr. Tuompson. As far as our budget is concerned I would say it 
will be cut more than half. It will come down very rapidly. We 
would have a very difficult transition period because we would have 
to liquidate a lot of things such as requisitioned property and dispose 
of German assets. There would be a mass of problems in the period 
right after the occupation ended. The mere fact of our troops mov- 
ing out would raise a lot of problems for us. After that we would 
go out of the radio business and the newspaper business and cut this 
program down to what would be very small. 


EXTENT OF TRADE 


Chairman Brinces. Is there free trade between the Russian Zone 
and the American and other zones in Austria? 

Mr. Trompson. Yes, sir, according to this announcement just 
made. ‘They are no longer going to interfere with shipments. 

Chairman Brioces. Of any kind? 

Mr. Thompson. Except they said they would make spot checks to 
see that military supplies did not go across. They actually have done 
little interfering recently. They had certain categories of goods that 
had to have a Soviet permit before they could cross the demarcation 
line, but there were not recently many cases of interference. 

Chairman Briners. As a matter of fact, in the division of Austria, 
Russia got the richest part of Austria, did they not? 

Mr. Titompson. They certainly got the richest agricultural part. 
They got Vienna, the processing industry part. We got the lumber, 
the timber part, and we also got the chief steel production. 

Chairman Bripers. We got the scenery, too, did we not ? 

Mr. Tuomrson. Yes. The French really got the best of that. 

Chairman Briners. The Russians were very practical in their ap- 
proach to it. 
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BUDGET DETERMINATION 


The committee’s interest in this is to examine the budget which you 
have justified here. But we are interested as to whether or not you 
think that is the minimum budget with which you can carry on effec- 
tive work. Would you again ‘expl: in why the cultural part of the 
program has been maintained at practically the 1953 lore: while you 
have reduced the information program 4 

Mr. Tuompson. In view of the rich cultural traditions of Austria 
and the pride which the Austrian people have in them, cultural ac- 
tivities represent an important key to the national mentality. Nearly 
half of the funds for the exchange program are in local currency made 
available under the Fulbright Act in accordance with an executive 
agreement between the two Governments. A large portion of the 
dollar funds requested are used for the direct support of these ex- 
changes under the Fulbright Act. The principal activities financed 
entirely from appropriated funds is the leader program which has had 
an important effect through enabling key figures in Austrian political 
life, trade-union leaders, and so forth, to obtain a firsthand view of 
the United States. 

The biggest money in the cultural program is in the exchange pro- 
gram which I think isa very finething. That. of course, could be cut. 
However, it is a long-range program and I think it is a fine one. I 
think we should continue it if we can at its present level. 

Other than the exchange activities, the information centers are well 
established. We have, in fact, been trying, and we will continue to do 
so, to reduce our activity in that field in some of the small centers. 
This last year we had a small reading room that we closed down. The 
local people liked it so much they agreed to pick it up at their own 
expense. We may be able to continue that. 


SOVIET COMPETITION 


Here again, what we are up against is the Soviet competition. Take 
the information centers alone. “We have 5 major centers and 6 minor 
ones. The Soviets have 8 major and 250 small ones. 

Here is a photograph of their center in Austria. The others show 
the other Soviet centers there. 


ACTIVITIES UNDER BATTLE ACT 


Chairman Brinces. What have been your activities under the Battle 
Act. Who is the Battle Act officer? 

Mr. Tuompson. That is administered by our Economic Section 
which serves both the MSA and the Embassy. As you know, under 
the control agreement, that is, the occupation agreement, Austria 
cannot manufacture military equipment. Vienna is, of course, a cen- 
ter for East-West trade dealings, but those are deals not necessarily 
from Austria but elsewhere. 

Chairman Brinces. Has the law been enforced ? 

Mr. THompson. Yes, sir; I think it has. 
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POLICY DIRECTIVES 


Chairman Brinces. Do you have any special policy directives from 
Washington relating to it? 

Mr. THompson. Yes, sir. I would like to discuss this in executive 
session. 


PRODUCTIVITY AND TECHNICAL ASSISTANCE 


Chairman Brees. Tomorrow you are going to be with us in execu- 
tive session on the Austria currency situation and other things, and 
we will discuss that with you at that time? 

On productivity and technical assistance, who supervises this pro- 
gram / 

Mr. Tuomrson. The MSA Chief, Mr. Meyer. 

Chairman Briners. Does the Embassy take any part in either the 
planning or the operations of the program ¢ 

Mr. Tompson. Not in the operations but in the policy considera- 
tions we do, sir. One of the great problems of Austria, one of the 
great economic problems, is that cost of production is high. One of 
the things that has happened is that Austria has reduced her trade 
with the East from about 30 percent of her total trade prewar to about 
11 percent now. This trade that took place with the Soviet satellite 
areas was usually barter trade and it was not very highly competitive. 
These deals were arranged and they did not have to sell their goods 
on the open market. Now they are trying to compete in our market 
or in the Western European market. It is a real problem for them. 

If they are going to be able to stand on their own feet, they have 
got to do something to increase their productivity. Their costs in 
many sectors are too high. 


MOODY AMENDMENT 


Chairman Bripees. What about the so-called Moody amendment ? 

Mr. Tuomrson. We were negotiating with the Austrians when I left 
on the possible Moody allocation. It has not yet been concluded. 
left on the possible 

Chairman Brivcrs. Is there any friction at all between the MSA 
and the Embassy ¢ 

Mr. THompson. Not since I have been there. I know of no occa- 
sion on which any of us have disagreed on organizational lines. We 
sometimes have had personal differences, but that often happens in our 
own shop. 

Chairman Brinegs. Is there anything else you want to say on this? 
I think we have the picture reasonably clear and the matters in execu- 
tive session we will take up tomorrow. 

Mr. Tompson. I think that is all we have. 

I will insert summary table for the record at this point. 

(The justification referred to follows :) 
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GOVERNMENT AND RELIEF In OccuPpriep AREAS 


STATEMENTS OF MAJ. GEN. WILLIAM F. MARQUAT, CHIEF, CIVIL 
AFFAIRS AND MILITARY GOVERNMENT; STUART T. BARON, JR., 
DIRECTOR OF ECONOMICS AND FINANCE, UNITED STATES CIVIL 
ADMINISTRATION OF THE RYUKYU ISLANDS; GORDON D. 
OSBORN, ACTING CHIEF, PROGRAM COORDINATION DIVISION; 
AND COL. ROBERT OUTSEN, ACTING DEPUTY CHIEF, CAMG 


Tur Ryrvuxyvus 


Chairman Briwers. General Marquat, we are glad to have you with 
us today. 

You are Chief of the Office of Civil Affairs and Military Govern- 
ment ? 

General Marquart. Yes, sir. 

Chairman Brinvers. You are appearing today relative to the appro- 
priation for the operation of the government and relief in these 
occupied areas. 

The committee will be glad to hear you at this time. 

General Marquart. With your permission, I have a brief opening 
statement I would like to read to you. 

Chairman Brivers. All right. 


AMOUNT REQUESTED 


General Marquart. Mr. Chairman and gentlemen, this selected 
group of Army specialists appears before you today to present a 
justification for the Department of the Army appropriation titled 
“Government and Relief in Occupied Areas” requested in the amount 
of $3.5 million for the United States fiscal year 1954. A documenta- 
tion of the budget request has been furnished for your guidance. 

The program to be discussed pertains only to the Ryukyu Islands, 
the last of seven countries for which GARILOA appropriations have 
been made available by the Congress since the close of World War II. 
Germany, Austria, Italy, Korea, Trieste, and Japan have been removed 
from United States military administrative responsibility but the 
Ryukyus remain in an area over which the Army retains powers of 
legislation, administration, and jurisdiction under the terms of article 
3 of the Treaty of Peace with Japan. The exercise of these authorities 
is vested in the commander in chief, Far East Command, under a 
directive transmitted by the Joint Chiefs of Staff. 


STRATEGIC IMPORTANCE OF ISLANDS 


The strategic importance of the Ryukyu Islands as an element of 
the defense perimeter of the free world in the Pacific is well known 
to the members of this committee. In the interest of security and of 
the prestige of the United States, it is most essential that there be a 
competent and adequate administration of this island group and that 
the active cooperation of the inhabitants be inspired by reasonable 
efforts to safeguard their health and, to improve to the point of satis- 
faction, their living standards and their prospects for future self- 
supports. 

The program is presented in three categories; administrative, eco- 
nomic, and civil information and education. The information and 
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education objective primarily is to inform the Ryukyuan people of 
the great progress being accomplished by the world at large in the 
fields of political, industrial, agricultural, educational, and other 
sciences in order that the Ryukyuans may be better prepared to make 
the maximum contribution to their own national advancement. 

The effort exerted in this program to promote contact between the 
primitive Ryukyuan civilization and the advanced American tech- 
nology is actuated by the realization that the United States presents 
many of the highest forms of national development, although not 
necessarily the only methods that will achieve the objective. 

The incidental creation of international goodwill between the two 
nations, although not the major purpose of this program, contributes 
imeasurably to the accomplishment of United States objectives in 
the Far East. 

REQUESTED ECONOMIC ASSISTANCE 


The modest request for $1.8 million for economic assistance repre- 
sents significant success in the administration of United States appro- 
priated aid which was granted in the amount of $48.4 million in fiscal 
year 1950; $37.7 million in 1951; $13.9 million in 1952; and estimated 
at $8.9 million in 1953. 

The fact that requests for United States appropriations have been 
reduced at this impressive rate reflects both the development of domes- 
tic capabilities on the part of the Ryukyuans to improve their own 
position and the contribution to the islands of substantive income from 
the rendering of services to the United States military forces in the 
construction and operation of the Okinawan base. The United States 
benefits by obtaining services for construction and operation at ex- 
tremely low costs as compared to world standards. 

The existing directive for the United States civil administration 
of the Ryukyu Islands provides that it is not expected that any obliga- 
tion will be placed upon the people of the Ryukyu Islands to repay the 
United States funds used for the prevention of disease and unrest, for 
government of the area, or for economic recovery. 


ADMINISTRATIVE FUNDS 


The request for administrative funds in this budget is $300,000 less 
than that of the last fiscal period. Reductions are accomplished when- 
ever the function or operation concerned can be turned over to Ryuk- 
yuans or when the activity may be discontinued entirely. Since it is 
the United States Army responsibility to insure the satisfactory con- 
duct of administrative, legislative, economic, and judiciary matters, 
there remains the necessity to maintain an adequate staff of specialists 
in the United States civil administration headquarters. The size of 
this overhead is in no manner directly proportional to the size of the 
United States GARIOA appropriations. 


IMPORTS 


To the extent that the Ryukyuan economy can generate its own 
funds, United States funds appropriations are reduced. This indi- 
cates primarily that the domestic economy is assuring a larger portion 
of the payments and not that the volume of activity is being reduced. 
As a matter of fact, the export-import potential actually is being 
built up. In the coming year imports will be around $60 million, 
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although only $1.8 million of this amount is being proposed for incln- 
sion in this budget program. 


APPLICABILITY OF LAW TO RYUKYUAN ASSETS 


There is a final consideration, which may be reflected in a supple- 
mental or regular future budget consideration, that it is desired to 
bring to the attention of your committee. The Comptroller General 
of the United States has been requested to render a decision as to 
the applicability of section 1415 of the Supplemental Appropriations 
Act, 1953 (Public Law 547, 82d Cong.), to Ryukyuan assets under 
technical control of the United States civil administration. 

Upon receipt of the requested decision it may become necessary 
for the Army to come to Congress for any adjustment required to 
meet the situation. It would appear that the requirement would be 
either a modification of the language of the act to establish an 
exemption for the Ryukyus or a request for additional appropriation. 

I am most appreciative of this opportunity to present a brief intro- 
ductory statement. At your disposal for further discussions on the 
basic budget problems are: Col. Robert Outsen and Mr. Gordon 
Osborn, of my staff, and Mr. Stuart Baron, Jr., a member of the 
staff of the United States civil administrator for the Ryukyus. 

(The statement referred to follows :) 


GOVERNMENT AND RELIEF IN OccuPIeED AREAS, CIVIL AFFAIRS AND MILITARY 
GOVERNMENT, DEPARTMENT OF ARMY 
Statement relating appropriation estimate to current appropriation 


Re OI nk ler titin titan en nent einantmmigncimmemmp aie 22, 500, 000 
1953 budget estimate (including amendments submitted to Cong.)_. 11, 810, 000 


IBRS. Sepmcnrtation® 40 BEBO O6C.., nee eae emnwenn eens .--. 11,000,000 
Total appropriations for fiscal year 19538_..._..-..--________ 11, 000, 000 
Deductions: 
1. Economie aid: 
(a) Decreased procurement of food____--~_- $6, 537, 000 
(b) Decreased procurement of fertilizer 
Pcie corn ceeettl antnetaanpeinapemnsnetann 436, 000 
(c) Reduction in transportation costs due to 
decreased procurement___..-----__-- 750, 250 
2. Administration: (a) Reduction in cost of per- 
Ra a i ees es tecnica 374, 000 


8. Civil information and education: 
(a) Decrease in procurement of information 
and education materials with appro- 
SO II ites co sets ener nes 21, 000 
(vb) Decrease in exchange of persons pro- 
RUNTEN i stitnas Di Aiinuctsatiennertn ds eal i eet aees 25, 000 





Net reduction in total program___-_-..--..-..-. 8, 148, 250 
ter le see sida li Tiemann ansoneyth 2, 856, 750 
Additions : 
1. Economie aid: (a) Increase in procurement of 
petroleum and petroleum products with appropri- 
I sities lidar thai arnendnneediiasttalirnan agin eat $623, 250 
2. Administration: (a) Increase in travel costs of 
civilian personnel due to new MSTS reimburse- 


SRI RINT eR cdc d, ie inge nates e-teeahaeip ana tieeners 20, 000 
Net addition to total program.......................... 643, 250 
Total estimate for fiscal year 1954__......---.------- 3, 500, 000 


35192— 53——8 
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IFICATION OF ESTIMATES, FISCAlI 


ITLE Ot APPROPRIATION: GOVERNMENT AND 


Summary of Projects 


Obl 


hy activitie 


gations by 




















RELIEF 





BIL 


YEAR 


IN 





4 ctual ob- 
I ' 
‘ Purpose of pr t Higatior 
“— : ; scal year 
. 1059 
110 Grain, food, and kindred product $6, 705, 312 
120 | Fertilizer materials and seed 22 
0 Petroleum and petroleum product l 2H 
160 Inf ition and education mats i 204, 957 
70 Machinery, repair nd placement parts 2, 768, 824 
SI Supplies and service equipinent 289, 455 
41 Pay of civilian employees 2, 031, 109 
415 rravel of civilian employ 13, 650 
410) lransportation of commoditi 269, OS2 
43 Incidental operating expense 8, OST 
1 Exchange of perso 390, 904 
tal direct obligatior 15, 844, 841 
( rative transfer to 
rational formation and educational ac 
ith State’ 057, 834 
laries and exp ‘ State ‘ $29, 834 
Maintenance and operation Arm 98, 694 
lr ferred to 
Inter ional infor tion and edueatior . 
State 1. 565. 800 
Salar and expenses, Stats 7, 000 
ligated balance 15. 907 
AT p t nat 22, 500, 000 
JUSTIFICATION OF ESTIMATES, FiscaL YEAR 
TITLE OF APPROPRIATION: GOVERNMENT AND RELIEF IN 
Obligations by objects 
I imate 
By object of expenditur f il year 
1953 
I nal sé ‘ $1 
3 rave] 83. SS. 
0 ans} ation of thir 1, 263, 000 
7 Othe itr trial se 10, 460 
® Supt i material 7, 884, 000 
9 Equipment ; OOO 
l'otal direct obligatio xcluding Trieste 10, 923, 000 
Adjustments (see su jects p. 6 for details 77, 000 
lotal appropriation stimate 11, 000, 000 


L, 1954 


1954 
OCCUPIED AREAS 
Estimated Estimate 
obligations ¢ ‘ 
fiscal vear iscal year 
1953 1954 
$6, 537, 000 
700, 000 $264, 000 
400, 000 1, 023, 250 
300, 000 279, 000 
1, 368, 000 1, 071, 000 
50, 000 70, 000 
1, 263, 000 512, 750 
5, 000 5, 000 
300, 000 275, 000 
10, 923, 000 3, 500, 000 
77.000 
11, 000, 000 500, 000 
1954 
OCCUPIED AREAS 


Estimate Increase 





fiscal vear or decrease 
1954 
$1, 253, 455 205 
07. 250 12 
512, 750 750, 2 
101. 415 9, 045 
1, 514, 130 6, 359, 870 
21, 000 12. 000 
3. 500. 000 7, 423, 000 
0 ~77, 000 
3. 500, 000 —7, 00, 000 
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JUSTIFICATION OF ESTIMATES, FiscaL YRAR 1954 











TITLE OF APPROPRIATION: GOVERNMENT AND RELIEF IN OCCUPIED AREAS 


Recapitulation of direct obligations by objects of expenditures, fiscal year 1954 


| 





(Ol) (02) (03) (07) O§) (09) 
Proj- , : 
ect Purpose of project aaa Transpor-| Other Supplies . ‘otal 
No. : core Travel | tation of | contract and ma- Equip 
| . things | services terials 
| 
| 
120 | Fertilizer materials and | 
seeds. . nails duaiia Voie ete otis $264, 090 |...- | $264, 000 
130 | Petroleum and petro- 
leum products 1, 023, 250 1, 023, 250 
160 | Information and educa- 
tion materials. .......|...... | $44, 300 213, 700 | $21, 000 279, 000 
410 | Pay of civilian em- 
ployees_-.... $1, 071, 000 Lee. : 1, 071, 000 
415 | Travel of civilian em- | 
ployees = 1$70, 000 | 70, 000 
420 | Transportation of com- | | | | 
modities. _. i a as $512, 750 J | 512, 750 
430 | Incidental operating ex- | | | 
penses | | 4, 000 | 5,090 
450 | Exchange of persons 182, 455 | 27, 250 57.115 &, 180 275, 000 
Total 1, 253, 455 | 97, 250 512, 750 101, 415 1,514,130 | 21,000 3, 500, 000 


JUSTIFICATION OF ESTIMATES, FISCAL YEAR 1954 
TITLE OF APPROPRIATION ! GOVERNMENT AND RELIEF IN OCCUPIED AREAS 


Introduction, Ryukyu Islands 

For the Ryukyu Islands, this estimate contains requirements for appropriated 
funds in an amount of $3,424,000. This sum is considered to be the minimum 
necessury to continue an information and education program, to defray the 
accompanying administrative expenses and to provide limited economic assistance 
in order that the mission of the United States Civil Administration of these 
islands may be fulfilled. The major objectives of this civil administration are to 
rehabilitate and restore the economy in order that the Ryukyuans may enjoy a 
standard of living comparable to that existing prior to the wer and be in a 
position to improve their economic well-being by their own efforts; to achieve the 
development of a sound governmental financial structure looking toward the 
early placing of the islands on a self-supporting basis at this standard of living; 
to encourage and assist in the establishment of self-government through legis 
lative, executive, and judicial organs designed in accordance with democratic 
ideals; and to promote cultural and educational development with proper regard 
for the traditional culture of the inhabitants. 

An impressive record of progress has been shown in the economie field. This is 
reflected in the steady reduction in the amount of economic aid furnished by the 
United States. In 1950, such aid amounted to $48.8 million ; for 1951, it amounted 
to $37.7 million; for 1952, $13.1 million; for 1953, $8.9 million: and for 1954, an 
amount of $1.8 million is requested. The effect of GARIOA assistance is prevalent 
throughout the islands. Substantial rehabilitation progress has been made, 
particularly in the following areas: Powerplant, Okinawa Housing Corporation, 
Government buildings, fishing facilities such as refrigeration plant and iceplants, 
bus transportation lines, sugar mill, land development and reclamation, port 
facilities, livestock industry, radio, telegraph and telephone facilities, industries 
serving the military forces, home and business construction, schools, and POL 
distribution facilities. The energies of the people are being devoted to agricul- 
ture, fishing, cottage-type industries, small-factory production, shipping, construe- 
tion, and direct and indirect employment by the occupation forces. 

The islands have traditionally been a deficit area. The Japanese Govern- 
ment extended economic assistance to the islands annually. <A deficit in the 
economy's external balance of payments continues to exist and in the past has 
been overcome through the use of GARIOA funds. Due primarily to increased 
carnings as a result of the military-construction program, and a limited expan- 
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sion of domestic exports, the economy is now approaching a point where dollar 
earnings will be sufficient to support the major portion of an import program 
capable of providing those goods and services, not available within the economy, 
but essential to maintain a minimum standard of living. The principal source 
of foreign exchange is the employment of local iabor by the military and by con- 
tractors engaged in performing military contracts. It is assumed that this pro- 
gram will continue at the current scale as presently scheduled by the military 
forces. 

In consonace with the mission of the United States civil administration of 
the Ryukyus and predicated upon the Government and relief aid received from 
appropriated funds for fiscal year 1953, this estimate has been compiled. Con- 
sideration was given to past imports, completed programs, and supplies in the 
pipeline. The projected requirements for fiscal year 1954 are based on maxi- 
mized use of indigenous labor and materials supported by necessary imports to 
effect the desired economic recovery. The total import requirement for fiscal 
year 1954 is $60,171,800. During this same period $54,050,000 is expected to be 
generated from visible and invisible exports. The United States Government 
is requested to provide $1,800,000 for economic aid in addition to administrative 
and civil information and education requirements. The balance of $4,321,800 
will be absorbed from existing cash reserves accrued from previous earnings. 

Procurement with the use of GARIOA funds will be limited to fertilizer and 
petroleum products. The multitude of other products required by the Ryukyuan 
economy will be secured through normal commercial-procurement channels. 

A counterpart fund is derived from the sale of commodities purchased with 
appropriated funds and sold to the Ryukyuans at the yen equivalent of their 
dollar landed cost. This fund will be used primarily for the following: (1) To as- 
sist in the current long-range financing program, necessitated by the lack of capital 
accumulation within the Ryukyu Islands, and considered essential to achieving 
a permanent condition of self-support and thus aid in the stabilization of the 
financial structure of the economy; (2) to aid in the conduct of the civil infor- 
mation and education program; (3) to supplement internally generated revenues 
of the government of the Ryukyu Islands in the forms wf grant-in-aid for the 
purpose of reimbursing the Government for those services performed due to 
the presence of United States military and civilian personnel in this area. Such 
services are beyond the level which would normally be implemented by the 
Ryukyuan Government and include higher standards of health, police protec- 
tion, highway services, etc., required for the benefit of the United States Armed 
Forces. 


Comparison of economic atid for the Ryukyu Islands, fiscal years 1952, 1958, and 1954 


{In thousands] 


Fiscal year Fiscal year Fiscal year 





1952 1953 1954 
| | | 

Grain, food, and kindred products | $6, 537 
Fertili er materials and seeds 700 $24 
Petroleum and petroleum products 400 1, 023 
Machinery, repair, and replacement parts 
Supplies and service equipment 289 
Transportation of commodities 1, 269 1, 263 513 

Total cost of economic aid 13, 106 8, 900 1,800 
Less construction program 2, 769 


Other economic aid 10, 337 &, 900 1, 800 


Balance of payments 

As indicated in the following balance-of-payments statement, total imports 
of goods and services in fiscal year 1954 are estimated at $60,172,000. Offsetting 
these imports is an estimate of merchandise exports and service earnings total- 
ing $54,050,000, including $33,610,000 of earnings on labor and other invisibles 
amounting to $13,090,000. The current-account deficit is shown at $6,122,000. 
Economic aid in the amount of $1,800,000 recommended in this budget will par- 
tially offset this deficit. The remaining deficit of $4,321,800 will have to be met 
from previously accrued earnings or the standard of living attained to this point 
in the Ryukyu Islands must be proportionately reduced. 
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Chairman Brinces. Your statement indicates you are following a 

ood program in reducing the amount of appropriations requested 
For each successive year, and this year is in line with your previous 
reductions. There are 2 or 3 questions I want to ask so that the 
committee will have a full picture when they go to mark up this bill. 

What is the largest island in this group? Okinawa? 

General Marquart. Yes, sir. 


TOTAL ISLANDS 


Chairman Brincres. How many islands in the total group? 

General Marquart. Mr. Baron will answer that, please. 

Mr. Baron. There are 115 islands, most of which are small. The 
next one is Amami Shima to the north and two large island groups 
being Miyako and Yaeuama. The closest island of the chain is about 
65 miles from Formosa and the northern end is several miles from 
Japan. 

Chairman Bringes. Are they all habitable? 

Mr. Baron. Most of the 115 are habitable. 


TOTAL POPULATION 


Chairman Brivees. How many native population on all of them? 

Mr. Baron. One million. 

Chairman Brivers. And where do you have other than native popu- 
lation? Just on Okinawa or on some of the other islands? 

Mr. Baron. They are spread out throughout the other islands, but 
Okinawa has approximately 600,000 o7 the 1,000,000 population. 


VALUE OF ISLANDS TO UNITED STATES 


Chairman Brivees. Other than as custodian of these islands, what 
is their value to the United States ? 

Mr. Baron. Their value to the United States is primarily military, 
in which the southern half of Okinawa is well occupied by numerous 
military bases, most of them being Air Force bases. 

Chairman Brinees. Are there any other islands except Okinawa 
that are military bases? 

General Marquart. There are none that are bases. There are some 
installations on some of the outlying islands. They are individual, . 
such as radar installations, but there are no bases which occupy the 
territory of the island to any extent that will deprive the inhabitants 
of full control over the island. 


GRAIN AND FOOD ITEMS 


Chairman Brinees. In the justification item I notice in 1952 and 
1953 there was a substantial item in here for grain, food, and kindred 
products. There is no request in 1954. Does that mean they are 
now self-sustaining ? 

Mr. Baron. No; it does not mean that; it means this appropriated 
fund will not be used for any purchase of grain or f items. It 
does mean, however, that the native Ryukyuans will buy their own 
requirements of grain and food, which is primarily rice, from their 


| 
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own resources, Which are primarily earnings from working for the 
Military Establishment in both its construction and operational 
phases. So it does not mean there is no requirement for imported 
food. There is a substantial requirement for imported food. 

Chairman Brrocrs. What is the chief imported food ? 

Mr. Baron. The chief imported food is rice. 

Chairman wey pces. They are producing sufficiently or earning suffi- 
ciently so they are able now to make those purchases on their own ? 

Mr. Baron. That is correct. There is no request for any help in 
buying food : for this particular year. 


PETROLEUM AND PETROLEUM PRODUCTS 


Chairman Brinces. I notice that the largest item here is for petro- 
leum and petroleum products. We buy petroleum and petroleum 
products for our activities there or for native activity ¢ 

Mr. Baron. This is for the native activity. This is primarily to 
operate the buses, the trucking, and the native cars, and the fishing 
fleet. That is the primary purpose of this particular thing. Our 
requirements there are met through regular Army channels. 


PAY OF CIVILIAN EMPLOYEES 


Chairman Brinces. The next large item is “Pay of civilian em- 
ployees.” How many do you have and how many of them are 
American and how many local? 

Mr. Baron. There are aproximately 160 employees of the civil 
dministration. These people are all Department of the Army civil- 
ians. There ‘~a relatively small number of Ryukyuans who work in 
clerical jobs in the administration at the present time, but the bulk 
of the Ryukyuan operation is within their own framework of their 
owh government, 

There is a government of the Ryukyuan Islands established under 
the supery ision of the United States civil administration. The activi- 
ties of the Ryukyuans are primarily carried on through their own 
governmental administr ation and structure. 

General Marquar. We do not pay dollars for that; we have the 
counterpart fund ha h sustains all of their clerical help and their 
government operation. 


TRANSPORTATION OF COMMODITIES 


Chairman Brinces. The next item is “Transportation of commodi- 
ties.” What is that? 
Mr. Baron. That covers transportation of petroleum and fertilizer 
still being purchased. 
EXCHANGE OF PERSONS 


Chairman Briners. For “Exchange of persons, $275,000.” What do 
you mean by that? 
General Marquart. Colonel Outsen is in charge of that program. I 
will ask him to explain that to you. 
Colonel Oursen. That is the students we bring to the United States 
and the national leaders. The national leaders are those people in 
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the Ryukyuan Islands which are selected from the various economic, 
governmental, and industrial fields to come to the United States for 
a period of about 90 days to observe and to study and to travel and to 
obtain the skills and knowledge they need to go back and improve their 
conditions in the Ryukyus. 

Those students we bring to the United States are for 1 year. Then 
on a highly selected process we keep those most outstanding Stndecita 

for the second and possibly the third year under the premise that the 
Ryukyuan people need skills. 

This is not particularly a reorientation program; it is a training 
program for the young people of the Ryukyuan Islands so they may 
in turn step in and take over some of the requirements of self-govern- 
ment, the management of their own affairs. 

Chairman Brivces. How are these people selected ? 

Colonel Oursen. The students are selected in the islands by the 
United States civil administrator. They have certain criteria es- 

tablished for them; namely, a capability through an achievement test 

so they can carry on the work here. They are screened by the G-2 
RYCOM Headquarters. They must have a capability to speak and 
read English. 

Their ages run from about 17 up to approximately 30 years of age. 
Ti some instances we do take graduates of schools in Japan, par 
ticularly in the professions, and bring them to the United States for 
a year to sort of top off their education so they will be accustomed to 
our ways of doing things and work with the staff of the civil admin- 

istration there particularly in medicine, law, and government. 


ADMINISTRATION COSTS 


Chairman Brivees. On “Administration” your costs are down but 
they are not down in proportion to the total expenses for the country. 
Why would administration costs remain at a relatively higher level 
even though other costs were going down ? 

General Marquart. I think that is an indication that you have 
reached the minimum level of administrative staff necessary. If we 
could contemplate that in the near future the Ryukyuans will develop 
an income to meet all of their own import needs so long as we remain 
to administer the islands, we have to have a basic staff employed 
there to be paid from United States funds. 

Chairman Briwpces. How important is the information and educa- 
tional program compared with the economic aid ? 

Colonel Outsen. I would like to give you the objectives we have on 
the information program. 


COMMUNIST PROBLEM 


Chairman Brinces. Do you have a Communist problem at all there ? 
Colonel Oursen. Very slight, sir. 
Chairman Bricrs. What are the aims of your information and 
educational program ? 
Colonel OutsEen. One is to increase the ability of the Ryukyuans to 
support and govern themselves, to create maximum sympathy and 
understanding among the Ryukyuans for the United States, its cul- 


| 
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ture and its aid, and to present the people of the Ryukyus with a clear 
succinct, and reliable information on the current activities and future 
aim of the civil administration. 

Chairman Bringes. Is there anything else, General, you want to say 
or tell the committee? 

General Marquart. I think not, sir. The appropriation request is 
self-evident and you have analyzed the separate items. If you are 

satisfied, I think we have nothing further to present. 

Chairman Bringes. I think you have done a good job in reducing 
costs. The committee is pleased to see that it has.gone down steadily 
year after year, and to see them become, as near as possible, self-sus- 
taining. 

General Marquart. They will be dependent for some time upon this 
very large volume of income from the rendering of military services. 
One of our problems is to readjust this norm: ally agricultural popula- 
tion that has been converted into a labor force for construction. When 
construction is finished, it will have to go into operation. 

We are thinking ahead and we have plans to reconvert part of it to 
agriculture, which is a major objective because it is primarily an 
agricultural economy. 


REDUCTION IN ADMINISTRATIVE COSTS 


The secondary objective is to reduce the number of people employed 
by us in administrative capacity. We do think the operations will ab- 
sorb a portion of those now employed in construction, although by no 
means all. Construction is primarily common labor; whereas, opera- 
tions go into greater skills. 


AGRICULTURE 


Chairman Brincrs. What are the chief agricultural crops? 

Mr. Baron. The chief crop, agriculturally, is sweetpotatoes, which 
is one of the basic elements of their diet. Next to that is rice, and 
next to that comes the various vegetables. Fruit crops are not grown. 
Then, as an additional food, there is a great deal of fishing that pro- 
vides a certain amount of protein. 

General Marquart. They raise sugar for export. That is one of 
the sources of income they have. They do not export refined, but un- 
refined sugar. 

Chairman Briners. I can remember during the immediate postwar 
years when we had a surplus of sweetpotatoes we were trying to move 
them into the diet of some of these countries and we did not get a very 
good reception. 

Mr. Baron. Sweetpotatoes are the things the poor man eats when 
he cannot get rice. It is a staple in his diet. One thing that is im- 
portant is the sweetpotato can be grown substantially all year around. 

These islands suffer from typhoons which sometimes destroy a rice 
crop. But the sweetpotato will see him through. He can plant them 
again and keep them going. Part of the storage problem is carried 
on by having sweetpotatoes coming into production all year around. 
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DISEASE PROBLEMS 


Chairman Brinérs. What is the disease problem in the islands? 

Mr. Baron. The major disease is tuberculosis. In the past it has 
been malaria, but malaria is licked at the present time. The real 

wroblem is tuberculosis. It is being worked on at the present time 
be our Public Health people and substantial gains are being made in 
the treatment of it. 

Chairman Briners. How has malaria been licked ? 

Mr. Baron. Mainly by destruction of the mosquito-breeding ground 
by the use of DDT and other things like that. It was extremely high 
in the southern islands after the close of the war when ap proximately 
40 percent of the islanders contracted the disease, and most of them 
died. 

Chairman Briners. Thank you, gentlemen. That is all. 

At this point your letter of June 1 12, 1953, concerning this appropri- 
ation will be inserted in the record. 

(The letter referred to follows :) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHrer or Crvi. AFFAIRS AND MILITARY GOVERN MENT, 
Washington 25, D. C., June 12, 1958. 
Hon. Strytes Bripees, 
Chairman, Committee on Appropriations, 
United States Senate. 


Dear Senator Brivces: Enclosed is information which was furnished to the 
Committee on Appropriations, House of Representatives, at the request of the 
chairman. This information has been requested by the clerk of your committee. 

I indicated to the chairman of the House Appropriations Committee the neces- 
sity for making certain assumptions as tu funds which might be ruled as foreign 
credits of the United States under a possible interpretation of section 1415. The 
hypothesis used is indicated in the document presented. 

You will appreciate that since we have formally requested a decision from the 
Comptroller General, it would be contrary to the best interests of the Army if the 
data furnished, or the premises assumed, were to be construed as an official 
Department of the Army position. 

Most sincerely yours, 
W. F. MArgqvuat, 
Major General, United States Army, Chief. 


MEMORANDUM FOR CHAIRMAN BripGes, COMMITTEE ON APPROPRIATIONS, UNITED 
States SENATE 


Subject: Utilization of GARIOA “B” Yen Proceeds. 

The following information, submitted in accordance with your request, is based 
on the assumption that the only assets in the Ryukyus which might be considered 
subject to the provisions of Public Law 547 are those which are derived from 
the sale of United States aid (GARIOA) imports. 

1. By directive from the Far East Command to United States civil admin- 
istration of the Ryukyu Islands, dated December 5, 1950, there was established 
a special B yen fund in which were deposited the proceeds of sale of United 
States aid (GARIOA) goods. Control of this fund is exercised by the Deputy 
Governor of the Ryukyu Islands, subject to the approval of the Governor and 
such regulations as he might from time to time prescribe. The directive specified 
that the fund would be used for the following purposes: 

(a) Pending the establishment of an adequate tax system, the necessary 
funds may be expended for the operation of the central government. 

(b) Local curreny expenses of the United States information and educational 
program. 

(c) To promote economic rehabilitation, including the extension of long- 
term loans to agriculture and private enterprises which will increase domestic 
production and promote economic self-support. 


a 
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(d) Payment of rental for private property used by the United States prior 
to July 1, 1950. Such payments will be made at the times and in the amounts 
determined by the Deputy Governor. 

2. Estimated expenditures from the B yen fund for fiscal year 1953 are as 
indicated below. It should be explained that only a portion of the grant-in-aid 
was made directly to the Government of the Ryukyu Islands. 74,843,887 yens 
was expended directly by USCAR for economic rehabilitation. On the other 
hand, those funds earmarked for USCAR logistic support and for the local 
share of the information and reeducation program were incorporated in the 
budget of the Government of the Ryukyu Islands for the purpose of administra- 
tive convenience. 


| Dollar equiva- 





Program Loeal currency Seed 
Grant-in-aid ‘ ¥ 64, 199, 400 5, 534, 005 
Long-term loans 409, 000, 00( 3, 333, 323 
Local share of information progran 22, 143, 046 184, 525 
USCAR direct economic aid and logistic support 14, 969, 517 124, 746 
Total . 1, 101, 311, 963 9, 177, 599 
5. Anticipated expenditures for fiscal year 1954 are as follows: 
Jolla 
Local currency I ollar ¢ 
: equivalent 
Unliquidated obligations for fiscal year 1953 grant-in-aid *¥ 100, 000, 000 $835, 333 
Unliquidated obligations for fiscal year 1953 long-term loan program 200, 000, 000 1, 636, 657 
Unliquidated obligations for rice subsidy 36, 436, 000 303, 633 
1954 USCAR logistic support 2, 500, 000 20, 833 
Local share of information and reeducation program 22, 000, 900 18%, 333 
1954 long-term loan program 520, 978, 000 1, 341, 484 
Total 881, 914, 000 7, 349, 283 


Chairman Brinces. Information in response to a matter discussed 
earlier during the hearing has been submitted to the Committee and 
will be made a part of the record. 

(The information referred to follows :) 


(See p. 73) 


STATEMENT IN REGARD TO THE REPORT OF THE PUBLIC AFFAIRS SPECIAL 
PLANNING COMMITTER 


During the Senate Appropriation Committee hearings on June 15, 1953, request 
was made that the report of the Public Affairs Special Planning Committee of 
February 2, 1953, be declassified and made a part of the hearing record. Upon 
careful review it was found that certain sections of the report deal with the 
political situation in Europe and with material from classified documents and 
reports and statements which it is to the best interest of the United States Gov- 
ernment not to make a matter of public record. From the nature of the testi- 
mony at this point during the hearing, it is assumed that the Committee's interest 
was primarily in budget, personnel, and organizational plans for the Office of 
Public Affairs. Information in this regard need not be classified and these sec- 
tions of the report are hereby submitted to the committee for whatever use it 
deems desirable. The sections of the report attached include page 1 of the report, 
setting forth the terms of reference and the section on organization from pages 27 
through 39. 

The committee's attention is invited to the following: 

1. This was a preliminary report, prepared by three members of the staff of 
Office of Public Affairs at the request of Mr. Boerner, Director of the Office of 
Publie Affairs. 

2. Mr. Boerner requested this internal study in anticipation of the public 
affairs program oneratine on a reduced scope as United States responsibilities 
toward Germany diminished. 
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3. The report was based upon the assumption that it would be possible to re- 
duce the personnel 30 percent below the 1953 levels and that the personnel could 
be reduced 20 percent below the 1954 budget request by the beginning of the fiscal 
year 1955, that is, by April-June 1954. The public affairs personnel has already 
been reduced 25 percent as compared with the 30 percent assumed in the report 
of the Special Planning Committee. American positions have been reduced from 
319 in fiscal year 1953 to 288 for the fiscal year 1954. This reduction has already 
been completed, Local positions have been reduced from 3,404 to 2,300 in the 
1954 estimate. This reduction has already been effected except the planned 
reduction in local personnel employed in the publication of Die Neue Zeitung 
has not been effected as planned and set forth in the budget. 

4. The Office of Public Affiairs has been reorganized since the issuance of this 
report and the major organizational recommendations included in the report 
have been adopted. This report of the Special Planning Committee was used as 
one of the guides in developing the new organizational pattern for the Office of 
Public Affairs. The Special Planning Committee recommended the establishment 
of five media units reporting directly to the Office of the Director. This recom- 
mendation was followed in the recent reorganization of the Office of Public 
Affairs. The report recommended the establishment of the positions of press 
and cultural attachés. This recommendation has been adopted. The committee 
recommended thut consideration be given to reducing the number of field centers 
from 10 to 7. Action has already been instituted to effect this reduction, 

In summary, the major recommendations of this committee have been adopted 
by the United States High Commissioner after further review with the Director 
of Public Affairs, and after consultation with and approval by Dr. Johnson, 
Administrator of ITA, 





DecLassiviep Excerpers oF REPORT OF PuBLIC AFFAIRS SPECIAL PLANNING 
CoMMITTEE, FEBRUARY 2, 1953 


Full report, prepared by: Lawrence E. Norrie, Frank Meehan, Frank S. Hopkins, 
Chairman 


KEPORT OF SPECIAL PLANNING COMMITIEE 


Terms of Reference 

The present report is the result of a study requested by Mr. Alfred V. Boerner, 
Director, Office of Publie Affairs, HICOG. Mr. Boerner appointed the Special 
Planning Committee and asked it to undertake the following tasks: 

1. To project its imagination into the coming fiscal year ar’ try to visualize 
what the principal task of the Office of Public Affairs should !> in the spring of 
1954, assuming (a) ratification of the contractual agreements and end of the 
occupation; (b) a continuation of American policy in Germany along the course 
presently visualized; and (c) no essential changes in the Berlin situation. 

2. Assuming a much reduced budget, with personnel 30 percent under present 
levels and 20 percent under the levels envisaged in the 1954 budget request su’- 
mitted to Congress, to outline the kind of public affairs program which should 
be operated at that time in order to carry out the task as effectively as possible. 

3. To make recommendations as to how the Office of Public Affairs and the 
various public affairs field activities should be organized in order to execute 
this program most economically and efficiently. In order to carry out its mission, 
the Special Planning Committee * * * went over the 1954 public affairs budget 
in some detail, looked at a number of relevant charts and papers, and interviewed 
at some length as many PUB executives as time permitted. After collecting 
ideas and information from these various sources, members of the Committee 
threshed them out in some detail before agreeing on conclusions. There were 
no essential differences in opinion on any important issue, and all conclusions 
reached were by unanimous agreement. 


The organizational problem 


In preceding sections of this report, the committee has discussed in turn each 
of the various functions and activities of the office of public affairs, indicating 
its evaluation of the relative importance and priority of each. It has indicated 
where it thought that functions could be cut with the least damage ‘to overall 
objectives in Germany, assuming the necessity of a severe retrenchment becoming 
fully effective by the spring of 1954. It has not tried to work out the details 
of such euts, as it has not understood that to be its assigned mission. 
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What the committee has striven to do in its thinking is to visualize a somewhat 
smaller public affairs program, which would be a once more compact, more 
flexible, and better focused than the present one. It has tried to project its 
imagination into the future and to think of this program as having to be operaeed 
in the territory of a German Federal Republic which by 1954 will be politically 
sovereign, will be relatively prosperous economically, and will have developed 
a high degree of efficiency in its restored educational system, its restored network 
of mass media communications, and in its organizations and associations for 
handling the ramified probelms of German community life. 

We now come to the final question, which is, how should the office of public 
affairs and the public affairs sections of the various consular offices in Germany 
be organized to operate this reduced program? How should the headquarters 
organization be set up, what field organization will be necessary, and what 
relation should exist between the various levels of activity? 

In discussing this question, it will be useful to recapitulate the committee’s 
recommendations as to what functions and activities should be retained. These 
are as follows: 

1. A headquarters office, with a director of public affairs (or counselor of 
embassy for public affairs), a deputy director, and an appropriate number of 
personal assistants. 

2. A small staff to assist the director in formulating policy, in maintaining 
policy liaison with the Department and with the offices of political and economic 
affairs, and in drafting policy papers and policy guidances. 

3. A small staff to analyze German opinion on important issues through such 
means as may be permissible in a sovereign Germany, for the guidance of the 
director, and of the embassy generally. 

4. A number of publications for the German public. These would include a 
weekly Die Neue Zeitung, Der Monat, Ost-Probleme, and a greatly reduced 
number of special pamphlets. 

5. In the radio field, RLIAS at its present level of operation, plus the existing 
liaison with German radio networks. 

6. A very much reduced Amerika Dienst, which would no longer provide a daily 
wire service to the German press and radio, nor a “mailer” service of the present 
volume, but would concentrate on sending out important texts, feature material 
and special articles. This Amerika Dienst would have to service RIAS and 
Die Neue Zeitung and to provide as much material as possible to DPA and 
German radio networks, 

7. Intensified personal liaison at both headquarters and field levels with 
German editors, journalists, commentators, and other personalities of key im- 
portance in the German mass media network. 

8. In the motion picture field, a reduced program of film production, more 
sharply focused to carry to German audiences messages supporting American 
policy objectives; a greater degree of liaison with German film producers, dis- 
tributors, and exhibitors; and a reduced program of distributing American films 
which abandons the attempt to reach large numbers of school children and other 
low priority audiences, and focuses instead on groups which have more influence 
on German action and opinion. 

9. A sharply reduced exchange of persons program, which has turned professors 
and students over to the Fulbright program, which practically ceases to import 
American specialists, which handles reduced numbers of trainees and teen-agers, 
and which concentrates mainly on sending to the United States carefully selected 
younger leaders in various fields from whom a maximum amount of benefit can 
be expected, with a maximum responsibility for selection and processing resting 
with the regional PAO staff. 

10. A program of cultural liaison, which at the headquarters level maintains 
contact with the Federal Republic ministries and other national leaders in educa- 
tional and cultural fields, and at the field level with ministers of culture and 
leaders in such fields as art, literature, music, education, youth, women’s affairs, 
and other cultural leaders. 

11. An Amerika Haus program reduced by roughly 20 perceat, which would 
permit the operation of about 30 centers, the exact number depending upon the 
size of those discontinued. 

12. An intensified effort by Amerika Haus directors to reach not merely 
audiences who can be attracted to Amerika Haus activities, but also leaders and 
target groups throughout their districts. 

In discussing how the public affairs organization should be set up to handle 
these responsibilities, it may be somewhat clearer to discuss the field organization 
first. 
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Public affairs field centers 


In the committee’s opinion there will be a highly important job for the field 
to do under the reduced program outlined above, and we should keep as much field 
staff as we can afford under our budget. However, it does not seem possible that 
the present field structure can be maintained if we undergo a 20-percent reduction 
in personnel by the spring of 1954. Assuming, then, that the field will have to 
be cut, the committee recommends consideration of reducing the number of field 
centers from 10 to 7, eliminating the 3 not now located in consular establish- 
ments—Freiburg, Nuremberg, and Hannover. It also recommends the discon- 
tinuation of branch cultural officers at such places as Mannheim and Mainz, 
assuming that in each such place an Amerika Haus will still exist as a center 
of American public affairs activity. 

The committee foresees certain problems that will have to be solved if these 
reductions become necessary. One of them is that Hannover is a high priority 
area because of the political characteristics of Land Niedersachsen. It may be 
necessary, therefor, to place an exceptionally strong staff in the Amerika Haus 
there. 

The remaining field centers, located at Berlin, Hamburg, Bremen, Dusseldorf, 
Frankfurt, Munich, and Stuttgart, will have to perform most of the functions they 
perform now. It is believed, however, that the reductions in the exchange pro- 
gram will make it possible to consolidate the work of the exchange unit and 
cultural unit in most consulates, This does not necessarily mean that there should 
be only one cultural officer, but rather that exchanges work would cease to be a 
full-time job for one American officer. 

As the committee sees the cultural job, it will be a busy one of maintaining the 
closest feasible liaison with ail sorts of institutions and organizations and cul- 
tural leaders. With the exchanges function added, it is believed that most centers 
will need a minimum of two cultural officers. 

On the information side, the job will be mostly one of maintaining close per- 
sonal contact with newspaper and radio personalities, plus motion picture pro- 
ducers, and distributors. There will inevitably continue to be problems of dis- 
tribution and placement of Amerika Dienst materials which will take a certain 
amount of the time of information officers. But the main job will be one of liai- 
son. It is believed that the information job can be done by from 1 to 3 officers, 
depending not only upon the number of newspapers in the area but upon the 
amount of liaison with the press which can be maintained by Amerika Haus 
directors, and upon what problems of motion-picture liaison may exist. 

This brings us to the problem of the Amerika Haueser. It is the Committee’s 
opinion that we still have not gone far enough in rethinking the responsibilities 
of the official whom we now call an Amerika Haus director. 

If the Department’s permission can be secured, the Committee suggests that 
we give these officers a new title—perhaps that of director, United States infor- 
mation center. This officer then quite clearly becomes a public affairs officer 
operating across the board and not merely the director of an institution. His 
responsibilities to the institution remain important, but he and everyone else 
will understand that it does not comprise his entire job. 

A final thought is that if we once make the director’s job independent of the 
Amerika Haus itself, it may be possible in some cases, where we have to close 
an institution, and turn its books and facilities over to German management, 
still to keep in the locality an officer called director, United States information 
services (or cultural services) who can continue to carry on certain types of 
program activities and to maintain liaison with Gerinan organizations ond in- 
stitutions. This is highly uncertain, but the possibilities of the idea might at 
least be explored if we find ourselves with severe problems of economy. 

As for organizational relationships, it is believed that the directors of Amerika 
Haueser should report directly to the regional public affairs officers in the 
various consulates, with the cultural and informational officers of these con- 
sulates, with the cultural and informational officers of these consulates advising 
them and supporting them, and in turn securing their advice and support, on 
particular programs and problems. In other words, as a general public affairs 
officer, operating on the local level, he should report to a general public afiairs 
officer operating on the regional level. He should be responsible for the general 
execution of the public affairs program in his area, just as the regional PAO 
is responsible to the Embassy in Bonn for the successful execution of the 
program in the entire consular district. 

This relationship, if properly established, will clarify also the relationship 
between the Amerika Haus director and higher headquarters in Bonn. His 
performance responsibility is to his regional PAO. He will look to higher 
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headquarters, however, for all those elements of program guidance and pro- 
gram support which are supplied at the Bonn level, for local operations through- 
out Germany—program policy guidance and support not only for Amerika Haus 
operations, but for the various other public affairs tasks he will be performing. 

The committee believes that the proper distribution channel for American 
noncommercial ims is through the Amerika Haueser. It may be desirable 
to maintain a central film library and central repair and maintenance facilities 
in the consulate, or in the Amerika Haus located in the consular city. But in 
general the committee believes that films should be used by the Amerika Haus 
directors as part of their tools with which to in‘uence target groups in their 
particular territories. 

Film committees built up by films officers in regional field centers can be taken 
over and utilized by the Amerika Haus directors. 


The headquarters organization 


The problem of how best to organize the headquarters of the office of public 
affairs was one on which the Committee spent a large proportion of its time and 
thought. It has not attempted to come up with a final and definite answer, but 
believes that its recommendations will at least help to narrow the problems down 
to the point where final decisions are not too difficult. 

The general pattern on which the Committee agreed contains the following 
elements: 

1. The director and deputy director of the office of public affairs were visualized 
as a two-man team without specifically separate functions. While the deputy 
might often perform the director's functions in his absences from the office, and 
vice versa, it was felt that the director's time would tend to be absorbed by his 
high level advisory, liaison, and policy guidance functions and his frequent public 
appearances, While the burden of day-to-day prorram guidance and operating 
decisions would fall largely on the deputy. It seemed to the Committee unwise 
to attempt to be more specific than this because any two men occupying the two 
positions would have their own ideas of how best to work out the division of 
duties. 

2. The director and deputy director were visualized as needing a number of 
special assistants in their immediate office, to handle special projects and to help 
them meet the day-to-day pressures of their jobs. The exact number of such 
assistants would depend on the ideas of the director and deputy director as to 
what problems they wished to handle in their own oflices and what they wished to 
delegate to subordinate levels. The Committee saw no point in trying to guess 
what future incumbents might wish to do in this regard. 

3. The Committee concluded that five organizational units should report to the 
director and deputy divector in a staff capacity. These were the policy staff, the 
public opinion survey staff, the press attaché, cultural attaché, and the general 
manager. The Committee thought that it might be possible to combine the policy 
staff and the public opinion survey staff under the same executive. 

4. The cultural attaché was visualized as having no supervisory functions or 
responsibilities, other than the direction of a small immediate staff. It was felt 
that the position would be one of considerable prestige, and should be utilized for 
its representational value. The incumbent would maintain contact with high 
Government officials, and national leaders in edneational and cultural fields, would 
represent the ambassador at many public functions and would adyise the ambas 
sador and office of public affairs on cultural matters. 

The cultural attaché would need perhaps two assistants, others could be added 
if funds permit. The present cultural liaison staff would cease to exist except 
to the extent it would be absorbed into this new unit. 

5h. The executive officer would be the director's staff arm in planning budgets, 
in marshallins administrative resources to carry out program plans, and in con- 
trolling the utilization of personnel and funds to obtain the best overall results. 
The Committee considered at some length the possibility of having the office of 
administration perform these functions, but was forced to conclude that the 
director could not effectively carry out his program without maintaining control 
of such functions in his own immediate office. He would therefore need an 
executive officer who in turn would maintain close liaison with the office of 
administration. 

6. It was felt that the present division of cultural affairs and division of infor 
mation would be outmoded as organizational units, once the office of public affairs 
had shrunk to the proportions envisaged as existing in the spring of 1954. It is 
the committee's opinion that the division structure can be abolished in the fairly 
near future, removing an unnecessary layer of supervision. 
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«. The removal of this layer would leave five operational units reporting to 
the director and deputy director. These would be a press and publications se« 
tion, a radio section, a motion picture section, and exchange section, and an in 
formation center or Amerika Haus section. Each of these units would cor 
respond to a division in the organization of the Department of State, e. g., IPS, 
IMS, TIES, ICS, and IBS. 

&. The press attaché would be responsible for press liaison on the national level 
The press and publications unit would be responsible for the supplying of press 
inaterials through what remains of Amerika Dienst, for the publication of special 
pamphlets. The press attaché would do high level representation, public rela 
tions, and press liaison for the ambassador and the director of public affairs. He 
would lean heavily upon the press services and publications unit but would 
he free from the supervisory responsibility of that unit. 

. The radio section would be responsible for radio liaison on the national level 
It will work with the press and publications section on the problem of supplying 
American materials to the German radio network. The radio section will also 
he responsible for the servicing of RIAS and for whatever measures are taken 
to assist Radio Free Europe. 

10. The motion picture section would be responsible for the production and 
distribution of films and for liaison on the national level with German producers, 
distributors, and exhibitors. 

11. The exchanges section would be responsible for working out plans and pro 
zrams in the exchanges field, for maintaining liaison with the Department on the 
Stateside programing of exchanges, and for providing program guidance to the 
regional centers, as needed. 

12. The information centers section would be responsible for servicing Amerika 
Haueser with books, periodicals, phonograph records, wall and window exhibits 
and other cultural materials. It would also schedule speakers and artists, and 
provide program guidance and advice. 

The Committee spent some time in discussing the problem of how to integrate 
MSA information activities with the general public affairs program. It felt that 
the best solution would be a completely integrated headquarters staff, with the 
field organization serving MSA as well as the Department of State. There should 
he MSA appointees both in the immediate staff of the director and in such opera 
tional units as the press and publications section and the motion picture section 
The Committee noted that in Austria the deputy public affairs officer is an MSA 
appointee, with across-the-board responsibility, and that the arrangement is 
reported to work satisfactorily. 

Headquarters-field relationships 

The Committee is of the opinion that there can he but one line of authority be 
tween the office of public affairs and the field organization. That line must run 
through the regional publie affairs officers. 

Since the regional public affairs officer works for his consul general, who in 
turn works for the High Commissioner (or Ambassador), the theoretical line of 
authority might be considered to be from the office of public affairs up to the Hich 
Commissioner and then down again throuch the consuls general to the PAO's 
In actual practice, the consuls general have proven to be so cooperative in the 
operation of the public affairs program that it has proven entirely feasible to 
shorteut this cumbersome route. The Committee is aware of no barrier to a very 
satisfactory direct relationship hetween the director of public affairs and the 
regional PAO’s. 

On the other hand. the attempt of various units of the office of public affairs 
t» evercise direct command over program specialists at the field level has caused 
difficulties, and is completely unworkable from the point of view both of the 
consuls general and of their PAO’s. The Committee recommends, therefore, 
that all oreanivation flow charts, regulations, and procedural instructions be 
drafted in such a way that it is clear to everyone that no orders can be given 
and no command auhority exercised except through the one official channel—that 
between the director of public affairs and the regional PAO’s, with the consuls 
ceneral included whenever the matter is of sufficient importance to justify their 
participation, 

On the other hand, staff gnidance and advice from the headquarters level 
should be considered not only helpful but indispensable to the successful opera 
tion of the program. 


Conclusion 


In concluding this report, the members of the Committee wish to express their 
appreciation to all in the office of public affairs who generously gave their time 
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and interest in the opinion-gathering stage of its work and in thinking through 
the conclusions. It regrets that time limitations did not permit it to interview 
a larger number of people, or to investigate the views and proposals of officers 
a greater length. 

The Committee is particularly in debt to Mr. Paul Morris, of the Office of 
Administration, who sat with the Committee through its deliberations and whose 
guidance and counsel were invaluable. 

LAWRENCE FE. Norrie, 
FRANK MEEHAN, 
FRANK S. Hopkins, Chairman, 


(Whereupon at 11:20 a. m., Tuesday, June 16, 1953, the committee 
recessed, subject to call.) 
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TUESDAY, JULY 21, 1953 
Unirep Srates SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to call, in room F-39, 
the Capitol, Hon. Homer Ferguson presiding 

Present: Senators Ferguson, Knowland, Thye, Smith, Dworshak, 
Dirksen, Hayden, McCarran, Ellender, and Robertson. 


CIVIL DEFENSE ADMINISTRATION 


OFFICE OF THE ADMINISTRATOR 


STATEMENT OF VAL PETERSON, ADMINISTRATOR, ACCOMPANIED 
BY HAROLD L. AITKEN, EXECUTIVE ASSISTANT ADMINIS- 
TRATOR; JOHN C. FOULIS, DIRECTOR, BUDGET AND FISCAL 
OFFICE; KATHERINE G. HOWARD, DEPUTY ADMINISTRATOR; 
ERNEST E. HALL, ASSISTANT ADMINISTRATOR, CIVIL DEFENSE 
OPERATIONS CONTROL SERVICES; JOHN R. PROVAN, DEPUTY 
ASSISTANT ADMINISTRATOR, GENERAL ADMINISTRATION 
STAFF; JOHN A. DeCHANT, DIRECTOR, PUBLIC AFFAIRS OFFICE; 
GERALD H. GALLAGHER, ASSISTANT ADMINISTRATOR, CIVIL 
DEFENSE TECHNICAL ADVISORY SERVICES; DR. MORVIN KIEFER, 
DIRECTOR, HEALTH AND SPECIAL WEAPONS DEFENSE OFFICE; 
JUSTICE M. CHAMBERS, ASSISTANT ADMINISTRATOR, CIVIL 
DEFENSE PLANNING STAFF; HENRY D. McGLADE, ACTING 
CHIEF, BUDGET BRANCH; AND BOWIE JOHNSON, LEGISLATIVE 


LIAISON 
GENERAL STATEMENT 


Senator Ferauson. The committee will come to order, 

I will place in the record a letter from Governor Peterson dated 
July 17, 1953, to the chairman of the committee, Mr. Bridges. 

(The letter referred to follows:) 


FeperaL Civit DEFENSE ADMINISTRATION, 
OFFICE OF THE Deputry ADMINISTRATOR, 
Washington 25, D. C., July 17, 19638. 
Hon. §tyLes BripGeEs, 
Chairman, Appropriations Committee, 
United States Senate. 
Dear Mr. CuarrMan: The House has passed the supplemental appropriations 

bill, H. R. 6200, in which funds for the Federal Civil Defense Administration were 
allowed in the total amount of $37,770,000. This was a reduction of $112,230,000 
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from the original budget estimate and a reduction of $87,430,000 from my revised 
budget submission 

I have gone over, in great detail, what the effects of this drastic reduction would 
mean to the Federal Civil Defense Administration and feel that I must appeal 
from the House action. By my letter of July 15, I explained that my budget 
request for the operations appropriation could be reduced from $10,900,000. In 
going over the House subcommittee report, I find 1 or 2 areas where the recom 
mended amounts are very close to what we had requested | therefore recommend 
that the following three amendments be offered to H. R. 6200: 


AMENDMENT I, OPERATIONS APPROPRIATION 


On page 30, line 8, strike out, after the comma, ‘'$7,900,000’’, and insert 
$10.353.650” 


AMENDMENT II, FEDERAL CONTRIBUTION APPROPRIATION 


On page 30, line 13, strike out, after the comma, ‘$9,870,000’, and insert 
$14,300,000’ 


AMENDMENT III, EMERGENCY SUPPLIES AND EQUIPMENT APPROPRIATION 


On page 30, line 18, strike out, after the comma, ‘‘$20,000,000”, and insert 
“*$100,000,000" 

This brings the total request for all programs of the Federal Civil Defense Ad- 
ministration to $124,653,650 I will be prepared to justify this amount at our 


hearing 


nceerely 


VAL PETERSON 


FeprraL Civit DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D.C 
Hon. StyLes BripceEs, 
Chairman Appropriatior s Commalttee, 
United States Se nate. 


Dear Mr. CuarrMan: Subsequent to my review of the 1954 budget estimate 
for this agency, and just prior to our hearings before the House Appropriations 
Committee, it was administratively decided to eliminate two of the FCDA 
regional offices. I believe this will result in a cost reduction of approximately 
$150,000 for each, Or a total of $300,000 

In addition, some changes in our communications program planning have been 
made which [ hope will result in a further cost reduction of approximately $183,350 

The attached schedule reflects these changes. It shows our revised require- 
ments for the technical-guidance program as compared with the amount requested 
on page 44 of the budget book And it represents our revised requirements for 
the National Communications System under object class 04 as compared with the 
amount requested on page 23 of the budget book 

As a result of these actions, the budget request of $10,900,000 for our operations 
appropriation may be reduced $483,350 

Sincerely, 





H. L. Airken 
For Val Peterson 


Attachment 
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FEDERAL Civit Derense ADMINISTRATION 
Operations appropriation request, fiscal year 1954, revised requirements 


Communications program, p. 23: 
Requested: Civil defense national communications system, 04 $283, 500 
Revised request: 
Civil defense national communications system 
04 Annual cost, TWX system 


Headquarters locations $28, 140 
Regional offices 37, 430 
State terminal facilities 21, 980 
Subtotal, TWX system $87, 550 
Weather circuits 600 
Engineered broadcast circuits 12, 000 
Total revised request 100, 150 
Proposed communications program reduction 183, 350 


Technical guidance program, p. 44: Proposed regional office reduction. 300, 000 


Operations appropriation, total reductions 183, 350 


Senator Ferauson. Mr. Peterson, will you proceed, please 

Mr. Prrerson. Mr. Chairman and gentlemen, the Senate has had 
to deal at close hand with the terrible prob lems created by the revolu- 
tion in warfare that is going on before our eves. You have long since 
recognized, therefore, a grim truth of which most of our people are 
still unaware. That truth is that wars are no longer fought on battle- 
fields alone. Modern weapons and the means to deliver them can 
bring war and all its horror to the homes and factories and farms of 
America. Far more civilians will be killed and maimed in World 
War III, if it comes, than men in uniform. 

Civil defense is ae protection. I urge you to ponder that. 

This new threat to our survival as a nation, symbolized by the 
atomic bomb, eae heavy bombers, and guided missiles, makes 
our industrial cities prime targets for enemy attack. 


SECURITY STUDIES 


In recent months several exhaustive security studies have been 
made on the defense of continental United States. While much of 
this material is still highly classified, I think it is important that you 
realize the emphasis which our security planners and the Administra- 
tion now place on nonmilitary measures for the defense of our continent 
and for the successful prosecution of another war should it be inflicted 
upon us. 

As you know, President Eisenhower has had made for him an over- 
all study of our defense programs. ‘This has properly resulted in a 
reduced emphasis on certain programs. In that same study, however, 
it was strongly recommended that the nonmilitary measures for con 
tinental defense should have increased emphasis. Civil defense was 
singled out gs a major part of those nonmilitary defensive measures, 

One of the most searching analyses in the whole area of nonmilitary 
measures for the defense of the United States is known to you as 
Project East River. It was carried on by Associated Universities, 
Inc., employed more than 100 scientists and experts, and took 18 
months to complete. Its major findings bear out what the recent 
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studies on total security now emphasize—that modern civil defense 
is a basic need for America’s security program. 

East River based its studies on these four circumstances of over- 
riding significance: 

1. Pronounced and possibly prolonged international tensions. 

2. Rapid development and production of devastating new weapons 
and weapons carriers that can be most effectively used against con- 
centrations of population and industry, and against man, plants, and 
animals in our civilian economy. 

3. Loss by the United States of the atomic-bomb monopoly and 
decline in the relative atomic-weapons advantage, with consequent 
diminution in the threat of retaliation as a deterrent to enemy attack. 
In other words, if the enemy has enough atomic bombs to knock out 
the United States, and if the enemy can deliver those bombs, then it 
makes little difference if we have 10 times that amount. 

4. Exposure of the length and breadth of the United States to 
attacks of devastating weapons for the first time in history. 

The Senate is familiar with the complexity and the necessity of 
the various elements of our military-preparedness program, both 
offensive and defensive. I know that you are equally aware of the 
fact that regardless of our soundest investments in military prepared- 
ness, as our military leaders themselves have repeatedly stated, the 
Armed Forces could not possibly stop a determined enemy air attack 
on this country—once that attack is launched. 


QUOTATION OF GENERAL LE MAY 


One of our ablest experts in the matter of strategic air warfare is 
Gen. Curtis LeMay, who heads our Strategic Air mane In a 
recent statement in Los Angeles, General LeMay emphasized this 
very point: 

Our own air defense system, I believe, is probably the most highly developed 
in the world today.. Yet, I do not think the most optimistic of us feel that it 
is capable of stopping a determined, well-planned, and coordinated bombing 
attack at this time. 

General LeMay’s belief is strongly supported in the latest scientific 
studies on air defense. In these studies, the experts warn that even 
with the best air defense system we can build in the next few years— 
with all its jet interceptors and raday screens and guided missiles— 
we could still not shoot down more thn 50 to 60 percent of an attack- 
ing enemy bomber force. Today, the number of enemy planes getting 
through to their targets would be 70 percent or higher. Moreover, 
as the East River report warns: 

It should be remembered that 100 aircraft can now carry a total destructive 
potential equivalent to the total bombing effort of the British and United States 
Air Forces throughout all of World War II. The threat is both immediate and 
long-term. 

Whatever percentage, then, of enemy aircraft punches through our 
air defenses vou can be sure that the resulting disaster problem in 
America would be tremendous. Meeting that problem would require 
a far higher degree of operational readiness in civil defense than we 
now have—or could ever hope to have—at our current rate of progress. © 

The question in many minds is why the Russians must strike so 
hard at this country at the outset of any future war. In other words, 
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why would America’s civilians and their cities be the No. 1 target? 
The answer is plain to anyone who studies the lessons of the last two 
World Wars. America’s productive ability in the cities and on the 
farms was the prime reason for defeat of the enemy. 

This simple truth is that the strength of our Nation must come from 
the will of our people to defend their freedom and from their ability 
to outproduce and outfight anyone who attacks us. Unless the enemy 
can break our spirit and destroy our means of production, he cannot 
win a war against us. That is why a direct, immediate attack on our 
homefront becomes not just a possibility, but, for the enemy, a 
military necessity. 

As early as July 1952, Gen. Nathan Twining, now Chief of 
Staff of the Air Force, warned America that the Russians had suffi- 
cient airpower to launch more than 400 long-range, heavy bombers 
(TU-4’s) in the first attack against the United States. W ith nominal 
success in that first attack, w hich the Kremlin is ¢ apable of launching 
while we are sitting here, the enemy could cause millions of casual- 
ties in our cities. That is not a prediction of what could happen 2 
years from now—but could happen today. The physical damage to 
our cities and our industrial production—without which our Armed 
Forces could not fight and win a war—would be equally staggering. 
The psychological blow from such an attack would certainly have 
grave effects on the morale of the American people. 

May I remind you that high on Russia’s priority target list would 
also be the bases of our Strategic Air Command. The real killer 
blow the Soviet Air Force would try to drive home would be an 
attack in which they blasted our cities and simultaneously crippled 
or seriously delayed the retaliatory efforts of our own Strategic Air 
Command. 

FEAR OF RETALIATION 


Fear of retaliation—of atomic attack delivered by American air- 
power—is recognized as the major deterrent to Russian attack on 
this country. The plain truth now is that Russia has less to lose and 
more to gain in an atomic duel than we do. All evidence indicates 
that Russia’s military and civil defenses are in a high state of opera- 
tional readiness—for the simple reason that they have never been 
demobilized or deemphasized. 

The East River report, as I mentioned carlier, emphasized that the 
once crucial deterrent of our ability to retaliate now has much less 
value in preventing the launching of a Russian attack on America. 
As each day passes, retaliation becomes less and less of a deterrent 
to war. 

As vital as our retaliatory powers must continue to be, we must 
accept the sobering fact that the ability to devastate an enemy—after 
he has badly hurt us—will not bring back the millions of dead in our 
country nor be of much consolation to their survivors. 

The capability of retaliation, then, obviously does not guarantee 
our own recovery or the enemy’s defeat. Russia now has enough 
atomic and conventional bombs to hit each of our major critical target 
areas in one crashing blow. Her atomic stockpile is increasing— 
though not as rapidly as ours. 
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EFFECT OF ENEMY SUCCESS 


Should the enemy achieve maximum success in that first all-out 
blow at the American mainland, it is painfully apparent that even 
our splendid military effort could be immobilized. Why? Because 
its continental base—our homefront—could be ripped asunder by 
that attack. For this reason, you can understand why the military 
has acquired a high regard for the importance of effective nonmilitary 
measures for the protection of that base. 

What will happen, then, when the masters of the Kremlin decide 
that they must act—that the time has come for them to strike the 
first blow in the final test of strength between the slave world and 
the free? That day could come tomorrow, or at any future time in 
any future year. For, as the President warns, this is an age of peril— 
not a moment or a year of peril. 

One factor might well hasten the coming of this time-of-zenith 
danger for us. Internal upheaval may become so violent in the com- 
munistic world that the masters of the Kremlin will decide that they 
have one desperate chance for their own survival—to start World 
War III before they are destroyed from within. That has been the 
pattern of totalitarianism down through history. They would start 
the war in the hope of uniting their disaffected people in a common 
cause against their “enemies.” 

The reality of this situation which I have outlined for you is stark 
and staggering in its implications. However, the situation is not 
hopeless. I am sure that the Congress believes, as I do, that with 
the help of God and the combined efforis of al] our people in a balanced 
program of national security, America can survive in this age of peril 
in which we live. 

There is no single cure-all for this grim prospect. The answer to 
it is a complex program of military and nonmilitary measures. Of 
the military program, you are thoroughly aware. The nonmilitary 
measures, include such essential programs as stockpiling of critic al 
materials and the work of the Office of Defense Mobilization in the 
postattack rehabilitation of our industrial complex, and reduction of 
urban vulnerability. 

One of the key answers to the mounting dangers which confrontus 
as a people is a basic nonmilitary measure—the program for home- 
front preparedness—civil defense. 

I am here before you as the United States Civil Defense Adminis- 
trator, heading a program established by an act of Congress (Public 
Law 920) in early 1951. This civilian-preparedness program known 
as civil defense was designed by the Congress itself, after exhaustive 
study, as the prime program for the protection of our people, property, 
and production in the event of an enemy attack. 


EAST RIVER REPORT 


The East River report and other top-level analyses on defense of 
the American mainland have emphasized two of the most critical 
problems facing the people and the Federal Government, including 
this Congress, in the event of another war. They are (1) maintenance ° 
of civilian morale in the face of attacks by atomic, biological, and 
chemical weapons; sabotage and psychological warfare, never before 
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in history faced by any people; and (2) maintenance of our civilian 
ability here on the homefront—thé military’s continental base—to 
outproduce the enemy with the weapons of war. 

The fundamental reasoning behind the need for such a program is 
of course that, without production, no military machine could hope 
to carry on and win a decisive victory. 

Civil defense is a program which our top military leaders have well 
recognized as a ‘‘coequal partner with the military in the defense of 
our country.” 

Our civilian state of operational readiness is dangerously behind 
that of the military. This is perhaps understandable ‘when we realize 
that our national civil defense program is barely 2 years old and is 
primarily a volunteer civilian effort. The enemy may be counting on 
our very slow progress in civil defense operational readiness. 

Under title III of the Federal Civil Defense Act, Congress placed 
grave responsibilities in the event of emergency on the shoulders of 
the Administrator. In preparing to carry them out, I am urging the 
States and cities to expedite their own operational readiness. At the 
same time, | am emphasizing to my staff, both at headquarters and 
in the regional offices, the speedier development of the capability of 
going into immediate action should we be attacked. 

Moreover, the President has delegated to our agency the respon 
sibility for the administration of Publie Law 875 ‘of the 8ist Con- 
gress, Which relates to natural disasters. This consolidated in the 
Federal Civil Defense Administration the responsibility for coordinat 
ing all Federal activities in natural disasters, plus the job of ad- 
ministering Federal funds made available to supplement State and 
local resources. Thirty-eight of our States and Territories now have 
dual-purpose civil- defense laws calling for utilization of civil-defense 
organizations in natural disasters, in much the same way as they would 
be used in actual attack, but obviously on a smaller scale. 

Civil-defense training, personnel, and equipment were widely used 
at the local level in the recent nationwide series of tornadoes and 
floods. Importantly, local civil-defense organization performed so 
well in these local disasters that they merited high praise from mu- 
nicipal and State authorities, and from the pre ss. 

When I came to FCDA, I was charged by President Eisenhower 
with making an exhaustive study of the civil- -defense program, its 
progress to date, and its relation to the problems of continental 
defense. In making the study, I consulted with many responsible 
officials and experts clear across the land. Further, | was thoroughly 
briefed by the Atomic Energy Commission, the military, and our 
top security planners. 

My conclusion is that a good start has been made in civil defense 
but very much more remains to be done. In essence, America is 
making some progress in civil defense, but we are not keeping up 
with the growing threats of bigger Russian A-bombs and other deadly 
weapons, plus new ways of delivering them. 

Civil defense must be revitalized as an essential permanent cle- 
ment of the new national security program which we Americans must 
have to maintain peace if we can—and to fight future wars, if we must 

I am firmly convinced that one of our most important responsi- 
bilities is alerting and training the American people in a basie pro- 
gram of family civil defense. From such training comes the family 
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preparedness and the organization that prevents panic and brings 
order rapidly out of chaos. Thé value of this was proven in the 
recent tornadoes. 

Once we have 45 million informed American families, alerted and 
trained in self-protection, we will have the foundation for a vigorous 
realistic, atomic-age civil-defense program—useful in peace, essential 
in war. 

There is certainly no mystery about civil defense. The Federal, 
State, and local civil defense programs are primarily extensions of 
already existing protective agencies and facilities in our communities, 
both public and private which must be skillfully organized and in- 
tezrated into a single, coordinated national operating program. 


QUOTATIONS OF THE PRESIDENT 


President Eisenhower recently called civil defense vital to our na- 
tional life. He said that— 


it demands a preparedness that can do more than limit the damage of a wartime 
disaster. It means developing a preparedness, a vigilance, so impressive as to 
deter aggression itself. 


The President continued: 


This awareness must touch every community, every citizen of our land. The 
recruiting and training and organizaing of volunteers competent to meet any 
emergency are tasks largely of our State and local governments. 

May I say that the State and local programs in civil defense are 
moving ahead, but nowhere near fast enough to attain the state of 
operational readiness which we must have before disaster strikes. 

The President went on to say of civil defense: 

The responsibility of the Federal Government is to provide leadership. This 
entails more than the stockpiling of supplies and furnishing of technical guidance. 
It demands inspiring our whole citizenry to be alert to their collective task. 

Let me review for you why President Eisenhower believes that wise 
and sound treatment: must now be given to this request for Federal 
civil-defense funds: 

1. Civil defense is not just a pick-up-the-pieces relief program. 
The President and his top advisers are deeply interested in creating 
a modern, dynamic civil defense—a truly national civilian prepared- 
ness program which can really be a major force in keeping world 
war IIT from starting. Let me tell you why. In a contest between 
two powerful military opponents, a modern civil-defense program could 
well mean the difference between victory or defeat. Consequently, 
the Federal Civil Defense Administration has been given the grave 
responsibility by the Congress for this critical program, designed to 
pull together, through its leadership, the unity, the strength, and. the 
resources of the civilian homefront. And it must be organized now, 
for after the bombs fall, there may be little left to organize. 

2. Should war come despite our constant striving for peace, then 
civil defense provides a second return on the investment of the Con- 
gress—national survival insurance. With a well-trained and alerted 
public, with increased warning time of attack and with civil defense 
organized in every home, city, and State before attack comes, the 
specialists are certain that the civil-defense program can save at least 
half of the lives which would otherwise be lost. Further, civil defense 
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can minimize the damage to property and production facilities by a 
substantial amount. Finally, civil defense is the first program on 
which the Nation must count to prevent mass panic and breakdown 
of civilian morale and industrial production under the grave psycho- 
logical pressures of such an atomic attack. 

3. The modern civil-defense program needed to do this job ade- 
quately—in balance with current military readiness—need never cost 
much money in relation to any of the other major aspects of our total 
security program. ‘This is true despite the fact that this civilian home 
defense program must be prepared to cope with the damage clone by 
50 to 75 percent of an attacking enemy bomber force. Civilian pre- 
paredness can be accomplished for a comparatively small amount of 
money. That money and effort must be spent now; it cannot be 
spent with much advantage after an attack. 

The civil-defense program which we bring before you today is not 
an inert, unproductive, standby facility, which the Nation may never 
use. Civil defense’s performance during the past 6 months in peace- 
time disasters has already given the taxpayers a high return on their 
limited investment to date. Civil defense has now proven beyond 
question its value in peacetime disasters. 

The Administration and this Agency have given this budget a great 
deal of thought and examination. I believe it is a solidly realistic 
budget in terms of our immediate needs for civil defense. 

The reductions made by the House will not permit me to fully carry 
out the Federal civil-defense program approved by the President for 
fiscal year 1954. 

ORIGINAL REQUEST 


The original appropriation request submitted in January before 
President Eisenhower took office totaled $150 million. At the direc- 
tion of the President, who has repeatedly emphasized to me his con- 
viction of the vital necessity for a strong civil defense, I personally 
reviewed this estimate and substantially reduced it as of March 25, 
1953. This revised request, as submitted to the House, totals 
$125,200,000, a reduction of $24,800,000, or 16% percent, from the 
original budget. The appropriations approved by the House provided 
$37,770,000, which is $87,500,000, or 70 percent below my revised 
estimate. These reductions are: 

(1) Operations appropriations: My revised request for $10,900,000 
was already $1,100,000, or 9 percent, lower than the original estimate 
of $12 million. This was reduced $3 million by the House, or a reduc- 
tion of 28 percent. 

(2) Federal contributions: I had reduced this from $30 million to 
$14,300,000, or more than 50 percent. The House reduced my request 
by $4,430,000, or 31 percent. 

(3) Emergency supplies and equipment: I felt that the establish- 
ment of at least this $100 million portion of total national needs for 
emergency supplies and equipment should not be further postponed. 
We are already seriously behind our timetable of building such emer- 
gency stocks. The House reduced this by 80 percent to $20 million. 

(4) Protective facilities: I eliminated the request of the previous 
administration for $8 million for public shelter because, in my opinion, 
we do not yet have sufficient proven facts concerning probable warning 
time, size of bomb, and kinds of protection required. We are working 
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closely with the Atomic Energy Commission, the Department of 
Defense and the Office of Defense Mobilization to develop these facts 
on which a practical program could be built. 

I would like to repeat that the revised estimates approved by Presi- 
dent Eisenhower on March 25 were based on a reevaluation of the 
Federal Civil Defense Administration programs by the new admin- 
istration in line with their relation to the total defense of the country. 


Operations appropriation 


Original estimate $12, 000, 000 
Revised estimat 10, 900, 000 
Approved by House 7, 900, 000 


Following the action by the House, I carefully studied our operations 
requirements. Through savings already ne 2 and others 
planned, we have reduced our request to $10,353,650. An analysis 
of the individual programs follows: 


Communications program 


Original estimate $873, 000 
Revised estimate 857. 000 
Approved by House 695, 000 


Information developed after submitting our revised estimates 
enabled me to concur in a reduction in thi iis program during the House 


hearings. This has been achieved by eliminating funds for certain 
alternate communication routes at this time and slightly reducing 
operating costs for the TWX network. The amount approved by 


the House provides funds for this program as revised. 


Supply service program 


Original estimate $1, 225, 000 
Revised estimate 1. 801. 000 
Approved by House 1, 100, 000 


In my examination of the whole supply program, I found that ade- 
quate provision was not being made to warehouse and package the 
medical supplies for efficient use or to adequately protect the en- 
gineering equipment. By agreement with the Bureau of the Budget, 
the original estimate was increased to provide necessary storage to 
facilitate use in the event of an emergency. 

Our present objective is to provide a ready backup source of 
supply within 4 hours delivery time of every critical target area. 
The responsibility for immediate supply is that of the State and 
local community. I directed that additional warehouses be acquired 
in strategic locations so as to provide for more adequate assistance to 
the major target areas. To accomplish this economically calls for 
detailed and coordinated planning of purchases, deliveries, and 
distribution of the emergency supplies and equipment on hand and 
under contract. To properly store and maintain what we now have 
and what is under contract requires $1,235,000. The addition of 
$20 million for emergency supplies and equipment approved by the 
House increases this requirement to $1,595,000. 

However, the request for emergency supplies and equipment is the 
one item in which the revised estimates of $100 million agree with the 
original estimates and upon which I am still in agreement regarding 
the need. If these funds are restored, we will phase the purchases 
and deliveries so that the warehouse requirements for fiscal vear 1954 
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could be met with the $1,801,000 in our revised request. I want the 
record to indicate clearly that changes in the program for emergency 
supplies and equipment items have a direct effect on the need for 
funds for warehousing. I recommend the approval of the full 


amount in my revised estimate, 


Training 


Original estimate ; $907, 000 
Revised estimate 816, 000 
Approved by House 800, 000 


I feel that by careful management we can absorb the $16,000 
reduction by the House, 


Tech nical-gu dance program 


Original estimate $2, 528, 000 
Revised estimate 2, 173, 000 
Approved by House 1, 457, 000 


This program acide not only that portion of the FCDA head- 
quarters staff which provides the technical guidance and assistance 
to the States and municipalities, but also includes the limited staffs 
and costs of the seven regional offices. 

In my overall review of FCDA, I determined the regional-office 
areas should coincide with the Army command areas. This enabled 
me to close two regional offices. I estimated savings of $300,000 
from this action. Further examination reveals that the saving will 
be about $321,350. This reduces my revised request of $2,173,000 
to $1,851,650. This is a minimum requirement for the accomplish- 
ment of the broad objectives of this program. 

As the President has said “The responsibility of the Federal Gov- 
ernment is to provide leadership.”’ This program provides the 
direct and necessary channel for that leadership to the States and 
cities. Therefore, | request that our currently revised request for 
$1,851,650 be approved. 


Health and welfare program 


Original estimate $656, 000 
Revised estimate 647, 000 
Approved by House___. 280, 000 


The House action in reducing the health and welfare program by 
$367,000 would have the immediate effect of reducing the current staff 
in this program by 35 percent to 40 percent and eliminating all 
projects proposed for fiscal year 1954. 

Our health and welfare program budget request provided funds for 
the following projects: 


Blood-program projects - - - $15, 000 
Biological-warfare defense training 50, 000 
Radiological defense projects 88, 000 
Emergency sanitation projects 37, 500 


These projects are considered vital to civil defense. Each has been 
approved by the Bureau of the Budget after determination that it is 
not being done by any other Government agency. In other words, 
there is no duplication of effort or funds. 

As one example, the Bureau of Standards has advised that it cannot 
continue calibrating radiological-survey instruments unless funds are 
provided. 
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The current health and welfare staff is necessary to give technical 
and professional guidance to the States and local communities on 
the new medical and health problems resulting from atomic, biological, 
and chemical attack. The welfare problems resulting from these 
forms of attack also far exceed any past experience in this country. 

Our revised estimate of $647,000 for this program is, in my opinion, 
an investment in civil defense of great importance. I recommend 
the approval of the full amount in my revised estimate. 


Public information 


Original estimate tet aera ated $1, 329, 000 
Revised estimate niiag eat 994, 000 
Approved by House_-_-. stein delete tht ee eeiee seta ad - 700, 000 


The agency now has certain continuing public civil defense education 
programs under way. For example, a major effort is in family self- 
protection. Such programs should be continued. 

In addition, we have other major projects of information needed 
by the public that are ready for dissemination. For example, we are 
now ready to launch programs for support areas and rural civil defense. 
These should not be:postponed. 

By law, FCDA is responsible for informing the public. This is not 
an information program in the generally accepted governmental 
sense. 

Civil defense is continuing to get strong support from television, 
radio, motion pictures, magazines, newspapers, and many others. 
The radio and TV will provide the air time for programs, but we must 
prepare the materials. Newspapers and magazines want civil defense 
information. We must provide it. The vast resources of these 
private enterprises are made available to us without cost. 

As an example, during 1953, the agency initiated the “survival’’ 
series. These half-hour television shows were originally produced 
in Washington, and subsequently shown throughout the country. 
The donated air time for this service was valued as in excess of 
$100,000. The cost to the Government was only $1,607 plus staff 
time. 

We have distributed publications on a limited scale, depending 
on the reproduction and distribution by private enterprise or by the 
States and localities for volume distribution. This happens with 
gratifying frequency, though the total of all such efforts has always 
fallen far short of delivering vital information to all American families. 
With the budget reduction imposed by the House, the limited dis- 
tribution of such publications, which is a basic method of civil defense 
education, will be still further reduced. 
> The $994,000 in our revised request is 8 minimum program. We 
therefore request appropriation of the full amount of our revised 
request. 

Research program 


Original estimate - ; ya tse ate eek ath ae ate avai: oe ae $1, 562, 000 
Sere ae oe ae ee ats aereette ose ane 812, 000 
Apnved toy Thdtte.. csco od. CBAs ee EAS TRE 350, 000 


In civil defense, the term “research” has a very special meaning. 
Just as the foundation of organized civil defense is existing com- 
munity services, so the foundation of fact finding for civil defense is 
the millions of dollars invested in research effort by other Govern- 
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ment agencies and private industry. For example, the research 
of the Atomic Energy Commission is available to us for practical 
application and testing for civil defense purposes. The research and 
experience of the Department of Defense is likewise drawn upon. 
The original research and its practical application by the Public 
Health Service and the Department of Agriculture is the foundation 
on which our programs in these areas are built. The research and 
development of private industry in communications in public-warning 
equipment is drawn upon for its adaption to civil defense use. The 
National Research Council serves as our adviser and coordinates 
our research program with other agencies of the Government. 

The effect of the House action is to limit our 1954 program to con- 
tinuation, on a reduced scale, of our vital atomic testing program 
being conducted in conjunc tion with the Atomic Energy Commission. 
No funds are available for developing more effective civil defense 
measures against biological, chemical, and psychological warfare 
attack. 

I reviewed the original request submitted and reduced the amount 
to $812,000. I strongly recommend your restoration of these re- 
search funds to this amount. 


Altack-warning program 
Original estimate _-.........-. bm se $1, 022, GOO 
Revised estimate _ _- 7 ; TAS ae TNE ees 990, 000 
Approved by House_.- oe. obs bons biti hd ene elt» 0 _ 977, 000 
The amount approved by the Hews for this program is $13,000 
below our revised estimate. We will adjust our plans accordingly. 


Executive direction 


Original estimate_____._.__ __- Nd Peetadons $180, COO 
Revised estimate. ..........-- ‘ iE —— 175, 000 
EIS TE a Sines iol ae aoe chcendsa eR ibe 6 © « rineswed Aah OO 


This is for the staff “ my immediate office, the office of the Deputy 
Administrator, and the office of the Exec utive Assistant Administra- 
tor. I will adjust to the amount allowed by the House and not appeal 


this reduction. 
General administration 


CE TRIO Nn bine oti athe bb ss acini : .. $1, 718, 000 
Revised estimate se io f _ 1, 635, 000 
Approved by House__----. woe ed SE ela Shia de . 1,400, 000 


This estimate is for those services sip the Federal Civil Defense 
Administration which are essential to the operation of the agency and 
support of the specific programs. This includes the planning staff, 
and such services as legal, voluntary manpower, personnel, organiza- 
tion and methods, buc get and fiscal, security, mails and files, and 
administrative supplies. I have reduced these activities to a mini- 
mum consistent with necessary services to the public, to the Congress, 
the States and local communities, and the program areas. 

During fiscal year 1953, our actual expenditures for these services 
were $1,808,000. Our estimate of fiscal year 1954 requirements re- 
flected a reduction of $173,000, or nearly 10 percent from previous 
year’s expenditure. I believe this is the maximum reduction that 
should be made in these essential services and, therefore, request the 
restoration of the full amount of the revised estimate. 
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Fe Le ral ul wh lions ippropriation 
Original! estimate $30, 000, 000 
Revised estimate 14, 300, 000 
Ap} rove i by House 9, 87C , 000 


In my review of the original estimate, I made a reduction of 
$15,700,000, or more than 50 percent. We have every reason to be- 
lieve that the States and cities will match the $14,300,000 dollar for 


dollar for civil defense purposes. The House action denies funds to 
two programs for which States and cities have been willing to use 
matehing funds. I recommend the restoration of the $4,430,000 


re duet ion 


Emergency supplies and equipment appropriation 


Original estimate $100, 000, COO 
Revised estimate 100, 600, 000 
Approved by House 6 20, 000, 000 


We should put in place now additional quantities of the emergency 
supplies and equipment which will be desperately needed after an 
attack. Orderly and carefully phased procurement is not only more 
economical, but will not tax our productive capacily at this time. 
Insofar as medical supplies are concerned, this procurement for fiscal 
vear 1954 is, in my opinion, essential. The American Medical Asso- 
ciation has strongly endorsed this program. The Armed Services 
Medical Procurement Agency has advised us this will assist in pro- 
viding a balanced medical-production program which they consider 
essential. We believe that this year is the time to make this invest- 
ment in emergency supplies and equipment. The restoration of the 
full amount of the $100 million is recommended. 

In summary, I recommend your approval of the following appro- 
priations: 


For operations $1C, 353, 650 
For Federal contributions s 14, 300, 000 
For emergency supplies and equipment : 100, 000, 000 

Total 124, 653, 650 


Your consideration of civil defense as an important element in our 
national security program is respectfully requested. 

I would like to go into certain of these budget details. We would 
like to move along as rapidly as possible. 


CIVIL DEFENSE PROBLEMS 


| would like first to state the problem we face as far as civil defense 
is concerned in America. The Russians, as the chairman knows, 
have enough bombers of the continental type and enough atomic 
bombs to make an attack upon the United States at any time they 
desire. Civil defense cannot stop that attack. As a matter of fact, 
that is not our job. Our job is to minimize the effect of the attack so 
that the American people can get off the floor the next day and con- 
tinue to produce goods and maintain their will to fight in order that 
this country may exist. 

As a matter of fact, the military cannot stop the attack. One of the 
things that concerns me, I believe, more than anything else with 
respect to this problem is that a year ago we had a study made by the 
University of Michigan which revealed that over 60 percent of the 
American people feel that in the event of an attack upon the United 
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States the military will have the ability to prevent the bombs from 
falling. If that were true, we wouldn’t need to be here this morning; 
our problem would be eliminated. 

However, it is not true. It has been said by members of the Air 
Force and by others in the military that if the Russains move 10 
airplanes against us, 7 of them carrying bombs will get through. As 
a matter of fact, based on the record of the last war, probably 8 of 
them would get through. But in any event, enough of them would 
get through to make shambles of a good many of our American cities 
and to bring about millions of casualties in the United States. There 
would be several million dead and several million wounded. 


REDUCTION OF CASUALTIES 


One of the purposes of civil defense is to move in after an attack 
of that type, and through the organized and systemized efforts of 
trained personnel, it is our hope that we can save up to about 50 
percent of the casualties. That cannot be done unless adequate 
preparation is made in advance, unless people are equipped, and unless 
people are trained. Even when that has been done, the magnitude 
of the problem is simply staggering. 

Civil defense in the United States today is spotty. In some States 
and in some cities a good job is being done. In other cities and States 
not such a good job is being done. I am sorry to say that the latter 
group includes the capital of our Nation, Washington. 

In some places multitudes of people have volunteered without any 
hope of reward of any kind and have done a good job of organizing 
themselves, of equipping themselves, and of training themselves to 
step in to help us in what would be the greatest disaster that ever 
befell the United States-or befell mankind. 

I do not think the problem can be overstated. 1 am sure the chair- 
man knows the Russians have the capability of which I speak. Cer- 
tainly he knows they have the desire and willingness to make that 
type of an attack on the United States any time it serves their pur- 
poses. I know that the President of the United States is very much 
concerned about it because we discussed this matter yesterday. He 
feels it is highlv important that we have a strong civil-defense organi- 
zation in the United States. 

I might say that some weeks ago while visiting with General LeMay 
who commands our great Strategic Air Command, he told me that 
next to a strong striking air force he felt a strong civil defense was the 
most important deterrent to a third world war. I[ am certain that is 
true. I am sorry I cannot say we have a strong civil defense in the 
United States. As a matter of fact, our civil defense is inadequate 
for the problem we face. It is inadequate for many reasons. 

Senator Ferauson. Could we take a typical city for the record. 


CLEVELAND DEFENSE 


Let’s take Cleveland. What is the position of civil defense in 
Cleveland today? 

Mr. Pererson. Civil defense in Cleveland is fairly well advanced. 
I am not certain it is in quite as complete a state of readiness as the 
city of Detroit. 
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Senator Frercuson. I did not want to single out Detroit. I 
thought if the record showed how far a city had advanced and then 
what we would expect in the future, what you would like to see in 
the future 

Mr. Prererson. Cleveland 1s reasonably well advanced in the plans 
which it has made. I would not say it is the leader in the United 
States by any means, but it is well advanced. 

Senator Fercuson. What would you expect Cleveland to be able 
to do if a bomb were dropped at this moment? 

Mr. Pererson. I would expect Cleveland to have a well-organized 
fire department. By that I mean plenty of auxiliaries trained to help 
that department, with the equipment properly dispersed at the edges 
of the city where it would not be destroyed by the bombers. They 
should be ready to go in and start fighting fires. 

I would expect Cleveland to have an augmented police department, 
trained auxiliaries working free of charge to maintain law and order. 
The police force will be one of the greatest problems because of panic 
and chaos. 

I would expect Cleveland to have well-organized plans for moving 
the medical people into the area and for moving patients out of the 
area to fixed installations, 60 and 75 miles surrounding Cleveland 
where buildings such as schools and churches would be taken over 
for use as hospitals so that those people would receive the best possible 
attention. 

I would expect Cleveland to have a communications system set up 
and ready to go into effect. 

I would expect an emergency transportation system, mass shelter, 
and mass féeding operations to be planned. Cleveland does have 
such plans. Some cities in America are further advanced. I would 
say Niagara Falls, N. Y., is an example of a city that is very well ad- 
vanced. I saw an exercise conducted there the other day between the 
people of Niagara Falls and our Canadian neighbors across the river. 

Some cities, 1 am happy to tell you, Mr. Chairman, have done all 
of these things and are ready to go into instantaneous operation. 
Others are not, Some States are well prepared. I trust that answers 
the question you had in mind. 

Senator Fercuson. I thought that would make the record clear on 
what the situation is. 

You say Cleveland is one of the cities in better shape than the 
average, is that right? 

Mr. Pererson. That is right. I would say Cleveland is one of 
them. 

One test of whether a city is ready is whether it has sirens. 


SIRENS 


Senator Fereuson. Have all our cities sirens now? 

Mr. Pererson. In Michigan, 44.9 percent of the sirens are installed 
and ready. I was in Detroit the day they opened their system where- 
by 20 great sirens will alert the whole city. The Canadians moved 
their sirens back because of that. 

Ohio has 90.9 percent of its sirens installed; Illinois is 60 percent 
ready. The percentage, for the country as a whole, is a little over 
60 percent at the present time. We hope to get it up fairly close to 
100 percent in the next year. 
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I would like to make this point in connection with the point you 
raised: If this preparation is not made in advance, you simply cannot 
do anything about it when the attack comes. I would offer as an 
illustration a tornado which hit Worcester, Mass. I went over every 
foot of that destroyed area, as I did at Flint and also at Waco, Tex. 
In Worcester, civil defense had conducted an exercise just tendays 
before the tornado struck, not baving in mind a tornado but an atomic 
attack. The minute that the storm hit Worcester, Mass., the civil 
defense forces moved in; rescue teams moved in. Communications 
were established. First aid and hospitalization plans went into effect. 

Governor Herter, when he went before his State legislature and 
asked for $5 million of State money to help the people of Worcester 
and the neighboring towns, pointed out that civil defense there had 
done a wonderful job. The only reason civil defense did a good job 
there was that it was prepared; there had been drilis, the organization 
was trained, and it was equipped. 


FLINT, MICH, 


In Flint, Mich., that was not the case. Civil defense had been some- 
what sleepy and was not ready to respond fully at the time the disaster 
hit. But help did come in from civil defense in Detroit. 

Senator Furcuson. They did a pretty good job. 

Mr. Prererson. That is right, but not quite as good as the local 
people had hoped or as we would hope for. The thing I was interested 
in, was that Detroit responded immediately. Our concept of moving 
people to assist, from one area to another as these attacks come, went 
into effect. They did a good job over there. 

If I may continue, I might say that my idea of civil defense is that, 
it is simply the extension and expansion of already existing civic 
services to meet unprecedented problems. We introduce nothing 
new. There is nothing mysterious about it. We build around the 
fire department, the police department, transportation, communica- 
tion, hospitalization, and things that every community has, including 
the Red Cross. We accept those things, build around them and 
use them. 

We need to work out our problem and to equip these people better. 
We have to think out our problems carefully before the disaster strikes. 
We introduce nothing new except the idea of the block warden, which 
we take from the British, and the idea of mobile support teams and 
fixed mutual aid areas. 


MATERIAL STOCKPILING 


Coming to our overall problem, this agency has had a program 
of stockpiling, $507 million worth of material. That would be made 
up of $441 million worth of medical supplies and $66 million worth 
of engineering supplies, pipe to be spread around our cities to carry 
water for fire fighting, generators to produce electricity for use in the 
emergency hospitals and other emergency installations because 
electricity will be gone. 

So far on our total program of nonrecurring expense of $655 million, 
which includes $148 million for contributions, we have had for expen- 
diture available through the last fiscal year $123 million. We have 
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had $86 million for stockpiling, and we have contributed to the States 
$37 million. 

[ think that is a very modest program. As a matter of fact, it is 
a rather pitiful program in terms of the disaster that America may 
face. We have planned for $441 million worth of medical supplies 
with the idea that we would be able to take care of 5 million casualties 
for 3 weeks. It is predicted by experts in the field that in the event 
of the type of an attack the Russians are able to make we will have 
anywhere from 9 million to 22 million casualties. 

You might say, Why do you not plan to provide for the care of 
more than 5 million casualties? I must tell you that our medical 
experts have told us that our supply of doctors and nurses will prob- 
ably not be enough to take care of more than 5 million. Of the $441 
million worth of medical supplies which we are asking for, we have 
had up to the present time a total of $79 million and of the $66 million 
In ae. ntact, supplies we have asked for we have had $6,800,000. 
We have 17 percent of the medical supplies that are necessary and 
we have 10 percent of the engineering supplies that are necessary. 


CONTRIBUTIONS PROGRAM 


o the contributions program, where we try to stimulate the States 
to equip themselves, our total program is $148 million. Up to this 
time we have had $37 million o1 25 percent of the total that we are 
asking for. 

This year we went before the House of Represertatives with a 
request for $125 million. That was some 16 percent less than the 
Truman administration had sent to the Congress and it was a cut 
that I made. I am utterly in sympathy with the attempt of the 
Congress to bring some financial stability to our American Govern- 
ment. I think it is vitally necessary. I made that cut myself from 
$150 million to $125 million after studying the Truman budget. 

In that $125 million we are asking for $100 million for our stock- 
piling program and $10,353,650 for our operation expenses. I think 
ths at $100 a for stockpiling is modest in view of the threat that 
faces America. 

If the eaioen should attack us in the next year or the next 2 years, 
we simply will not be able to take care of the millions of casulaties 
that will exist. To the extent that it is the responsibility of the 
Government to do that, and I guess that is the total extent, we simply 
would not be prepared to take care of the problem we would face. 
Millions of Americans would die needlessly. 

I am asking for the $100 million to provide for $82 million for medical 
supplies and $18 million for engineering supplies. This would mean 
we would still have to phase out our requests on our stockpiling pro- 
gram over a period of years. The House cut that request of $100 
million for medical supplies and engineering supplies to $20 million 
and suggested that it allbe spent for medical supplies. If anyone 
could guarantee that the United States would not be attacked in the 
next 10 or 15 years or over, then I think the House action would be 
very fine. Noone could offer any complaint. But no one is all-seeing 
enough to make an estimate of that type with any degree of safety, 
and it simply means if it is done, then we must bear in mind the risk 
we run, 
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I appreciate that the Congress must measure all of these things, 
desirable as they may be, in ‘the light of the ability of the American 
taxpayer to meet the expense. 


DETERIORATION OF MEDICAL SUPPLIES 


Senator Haypen. With respect to medical supplies, buying them, 
stockpiling them, is there any arrangement whereby they can be 
renewed? Will they not deteriorate in the course of time? What 
kind of arrangement could be made with the manufacturer to allow a 
certain amount to be stockpiled and then before it deteriorates sub- 
stitute something else? 

Mr. Prrerson. Senator, we have approached that problem from 
about every angle. First, the percentage of deterioration is relatively 
low. However, there will be some deterioration of these supplies. 

We have worked out plans with the Veterans’ Administration and 
the military to attempt to rotate these stocks as far as is possible to 
work off the top of them. 

I have taken up with the medical suppliers themselves the problem 
of having them manufacture and stockpile and then work out of that 
common stock. We would probably have to pay more for that type 
of service, but | have proposed that to them. They came back at me 
with several objections. Among them were these: They are not in 
the warehousing business and that they felt we could warehouse more 
efficiently and more economically than they could 

They also pointed out, as we recognized too, that their manufactur- 
ing plants are located primarily in target areas. They are downtown 
where if the bomb falls, the entire factory and thewarehouse will go. 

Yesterday, visiting with President Eisenhower about this problem, 
I discussed the same point. The President wanted to know if it would 
not be possible for us to have joint stockpiles with the military. 

Senator Fercuson. I have always advocated that. I would like 
to know your opinion on that. 


LOCATION OF MILITARY WAREHOUSES 


Mr. Prererson. I would be in favor of it, but we run into this prob- 
lem at the present time, Mr. Chairman: Many military stockpile 
warehouses are right down in the target areas. For instance, they 
have one in Brooklyn right where the bombs would go if bombs were 
dropped there. They have another one in the San Francisco area. 
They so far have not located their warehouses primarily with the 
possibility of an atomic attack in mind, but have located them ac- 
cessible to shipping. 

Senator Ferauson. Why should we permit the military to have 
supplies of drugs in the position in which you say they are? 

Mr. Pererson. As a citizen I should say we should not permit 
them. Further, I am certain the Defense Department will make any 
necessary adjustments. 

Senator Haypun. They have reserve stocks of ammunition not on 
the coast. They have them back in the interior. There are sub- 
stantial places where they have things like that stored far enough 
away where they would be isolated but still acessible within reasonable 
time to any area. 
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Mr. Pererson. I think they may have medical supplies in some 
of those areas, too. That would be the advantage in our running this 
thing down. 

Senator Fercuson. What do they do in relation to the question the 
Senator from Arizona has asked about the rotation of their stocks? 
Do they just throw them away or do they use them off the bottom 
and therefore always have fresh stock? What is the loss? What is 
the experience, in other words, with the military as to their loss of 
stock because of age? 

Mr. Pererson. May I ask my medical man? 

Senator Ferauson. What will be your amortization because of loss 
of stocks? 

Mr. Pererson. I will ask Dr. Kiefer to answer that if I may. 

Dr. Kierer. The military services have a considerably different 
problem because of the fact that at this time at least they are con- 
stantly drawing off their supplies because they are keeping a pipeline 
to Korea and an actual usage in Korea going. 

Senator Fereuson. But we have to anticipate peace sometime. 

Dr. Krerer. When peace comes they are going to have the same 
problem we face, that they have to have stores built. Some few of 
the items do deteriorate over a relatively brief period of time. They 
are not extremely brief periods. I would say we have no items in our 
proposed list that would deteriorate in less than a period of 5 years. 
I would think on an average it is between 5 and 10 years for the items 
which are subject to deterioration. Others would last 20 to 25 years 
without deterioration. 

Senator Haypen. I am glad to hear you say that because the im- 
pression has been that the life of these materials is much shorter. 

Mr. Pererson. I would like to insert a letter from the Manu- 
facturers Surgical Trade Association dealing on this problem and 
make it a part of the record. 

Senator Fercuson. The letter will be received as part of the record. 

(The letter referred to follows:) 

Hon. Joun TaBeER, 
Chairman, House Appropriations Committee. 


Dear Mr. CuarrRMAN: Pursuant to my statement to you during our appropria- 
tion hearings and in my letter of June 12, 1953, I requested a current opinion 
from surgical-supply manufacturers concerning the feasibility of these manufac- 
turers stockpiling Federal Civil Defense Administration medical supplies. The 
attached letter from Mr. Arthur L. Faubel, executive director of the Manufac- 
turers Surgical Trade Association, certainly supports our contention that this type 
of storage is not practical and, furthermore, is not acceptable to surgical-supply 
manufacturers. 

Mr. Faubel confirms the fact, reported to you previously, that the Federal 
Civil Defense Administration has previously approached the Manfuacturers 
Surgical Trade Association on this subject, and about 18 months ago received a 
similar response. Nevertheless, I am sure that you will be more satisfied, as I am 
also, to have a current reaffirmation 

Sincerely, 
Vat PETERSON. 





elated 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 147 


[Copy] 


MANUFACTURERS SuRGICAL TRADE ASSOCIATION, 
342 Mapison Avenue, New York 17, N. Y., 
July 8, 1958. 
Hon. VAL Prrerson, 
Administrator, Federal Civil Defense Administration, 
Washington, D.C. 

My Dear Mr. Prrerson: At the request of Mr. F. 8. Dickinson, Jr., 1 made 
a survey of a representative cross section of the members of this association with 
respect to the possibility and advisability of the manufacturers of medical and 
surgical supplies produced on order for FDCA storing such supplies for the 
Government. My survey covered 13 representative manufacturers likely to be 
awarded contracts for the manufacture of FCDA supplies, and the response from 
them was unanimous in recommending against the storage of these supplies by 
the manufacturers thereof. Among the principal reasons for this unanimous 
recommendation were the following: (1) lack of facilities and experience in 
warehousing for others: (2) cost and financing; (3) duties and responsibilities of a 
custodian of Government-owned property; (4) plant-storage locations—manvy in 
most vulnerable target areas; (5) problem of joint product storage (e. g., a syringe 
and a medicament) where products are made by different manufacturers. 

I am sure you have undoubtedly canvassed the possibliity of storing these 
supplies in local storage warehouses that are in the business of safe keeping and 
efficient handling of valuable merchandise. But I am nevertheless mentioning 
this possibility here inasmuch as several members of the industry recommended 
this type of storage as well suited for the on-the-spot storing of these supplies 
which when needed will be needed under emergency conditions. 

To all of this I might add that our association has a Government liaison com- 
mittee of which Mr. FE. J. Sovatkin of the J. Sklar Manufacturing Co., Long 
Island City, New York, is chairman and I am secretary. About 18 months ago 
we had a conference with General Wilson and Mr. Grove on the problem of stor- 
ing FCDA supplies, and the recommendations of the survey I have just made are 
in complete agreement with the recommendations Mr. Sovatkin and I made to 
General Wilson and Mr. Grove early last vear. At that time we also suggested 
the possibility of storing FCDA supplies at least temporarily in certain of the 
Defense Department storage depots. Despite the fact that our recommendations 
are opposed to the storage of FCDA supplies by the manufacturers thereof, I hope 
these recommendations will appeal to you as justified and reasonable, and we 
stand ready to be of whatever service we can be to you. 

Very truly yours, 
Artuur L. FAuREL, 
Zeecutive Director. 


Senator Haypren. Army Ordnance has a question of ammunition, 
continually checking up on the shelves they have in storage where 
they find the powder deteriorating. They take it out and work it 
over. In that way they keep their stock up to date. It seems to 
me the medical supplies ought to be handled the same way. 


USE OF JOINT STOCKPILES 


Dr. Krerer. If I may continue just a little with the discussion ot a 
few minutes ago concerning the use of joint stockpiles of the military 
services and civil defense, there are several points that should be taken 
into consideration, in my opinion. 

First of all, the ‘military services have their warehouses so located, 
in the case of the Navy, for overseas shipment. They do have, par- 
ticularly with the Army and Air Force, warehouses which are more 
centrally located within the United States, but they are not located 
with any relationship whatsoever to civilian critical target areas. 

Our warehouses, on the other hand, are based on the necessity for 
having the supplies within approximately 4 hours’ shipping distance 
of eac exideat target area. 
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Senator Frercuson. Four hours would be about what number of 
miles? 

Dr. Krerer. It would depend upon the type of transportation. 

Senator Ferauson. | realize that, but what is the average? 

Mr. Arrxen. About 100 miles. 

Dr. Krerer. There is a second point that perhaps 1s more important 
than the geographical consideration. We believe we must have many 
of our supplies, perhaps up to half, unitized. By that, 1 mean a 
package put together to supply a first-aid station or an improvised 
hospital in a school building or something of that nature. 

In the process of unitizing, we have to tear down bulk packages. 
For instance, with a certain type of forceps we might get 500 in a 
box. We would send perhaps only a half dozen to a first-aid station. 
That box, therefore, has to be distributed among a number of first- 
aid station kits to make up a complete unit to go to each station. 

The type of pack we need is totally mesg ia anything that 
the military services would ever be interested i A i nilitary pack 
for overseas shipment, particularly, and for this cnanins too, is based 
on a complete hospital unit to take care of anything from appendicitis 
to malaria that a soldier may develop. 

Furthermore, it is designed for medical care over a self-susts Mining 
period of perhaps even months. We are planning our supplies to take 
care of casualties only, with absolutely minimal care, over a period 
of 3 weeks 

INJURIES OF DIFFERENT TYPES 


Furthermore, the types of injuries which we might have are con- 
siderably different from those of the military services. For example, 
we estimate app waenoeey 60 percent of our casualties will have 
burns. The milits services, I am certain, in nothing but unusual 
experiences have ever had that high percentage of burns among their 
personnel. The same thing is true of radiation sickness. The fact 
that civilians are crowded in cities will do the same thing. 

Senator Fereuson. Aren’t the military anticipating that they are 
going to be bombed with atomic bombs? 

Dr. Kigerer. Yes, sir 

Senator Frercuson. Don’t they have the identical problem you 
have? What is the difference whether it is dropped on a civilian city 
or a military installation? 

Dr. Krerer. The difference is simply that in the case of civilians 
you have a large group of people congregated together who are going 
to get the full effect of atomic weapons more than the military services 
would. 

Senator Fercuson. How about a landing or an army on the march? 
Aren’t they preparing for this same atomic attack? 

Dr. Kiefer. Yes, sir, they are, but under somewhat different dis- 
persal circumstances. We wouldn’t expect the troops to be so con- 
centrated that they would get as great effect from radiation as you 
would have in the case of civilians in a large city. 
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COOPERATION WITH MILITARY 


Senator Ferauson. How closely have you worked with the mili- 
tary on this? 

Dr. Krerer. We have worked very closely for the last 3 or 4 years. 

Senator Fercuson. Don’t you anticipate using the same products 
they use? 

Dr. Kisrer. Yes, sir. I did not mean to give you the impression 
the products themselves are different, but the distribution of them, 
the percentage of each type of supply is considerably different in 
the case of civil defense from that used by the military services. 
The supplies themselves are identical. 

As a matter of fact, we have purposely used military specifications 
for the sake of economy and the saving of production. But the 
military service pack for care of casualties is different from the one 
needed for civil defense. 

Senator Ferauson. Why cannot this be packed so many packages 
for you and so many for the military? If you had to, you could use 
each other’s packs. 

Dr. Kirrer. That is my point. However, Mr. Chairman, the needs 
for civil defense are first of all strictly for casualties, not for sick 
people. We have presumably enough supplies on hand in regular 
hospital, commercial, and similar channels to take care of the nor- 
mally sick people of a community. A military pack is to take care 
of a soldier whether he is injured or whether he develops appendicitis, 
pneumonia, or any other illness. 

Senator Frrauson. Haven't they changed their packing at all 
because of the atomic weapons? I mean the military services. 

Dr. Krerper. I assume they have made some changes because of 
the atomic weapons, but there probably is no fundamental difference 
in their care of casualties from the atomic bomb from that for any 
other type of bomb, with the exception of radiation sickness. 

Senator Fercuson. You may proceed, Governor. 


PROJECT EAST RIVER 


Mr. Pererson. I am pleased that question was raised because the 
same question is pertinent in another direction: to what extent, has 
the military or the Federal Government prepared itself for an atomic 
attack? We had a study made—in fact, it is the Bible in the field of 
civil defense in recent months—a report known as Project East River 
with which the committee may be familiar. That project pointed 
out that in order to make civil defense successful in America we must 
make it manageable. They said three things are required. One was 
that we must have adequate warning time. At the present time the 
Air Force, whose responsibility it is to warn the people of America of 
and impending enemy attack from the skies, say, it cannot guarantee 
that it can give us any warning. 

If we can get no warning time or even 15 minutes of warning time, 
there is very little we can do to protect the population other than to 
train it to duck and take cover wherever it can find it. If that warn- 
ing period cannot be extended, eventually America will have to face 
the problem of going underground. It is possible to go underground 
and to go in far enough to protect yourself against atomic bombs or 
any other kind of bombs. 
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The Swedes are doing that at the present time. The whole country 
is preparing to go underground. There they are fortunate because 
the mountains are well located in relationship to the city. 

However, personally I have been averse to that type of operation 
because up to this time we have not done enough research in the 
field to know exactly how those bomb shelters should be constructed 
in order to provide complete safety rather than possible deathtraps. 
But more important than that, I have doubted the ability of the 
American economy to stand the expense that would be involved in 
building bomb shelters for all the people of the great cities of the 
United States. 

Accordingly, we have not asked for a penny in this budget for 
shelters. I am not saying that as time goes on, we might not be 
forced to come back to the public-shelter concept. We might be. As 
a matter of fact, if the Air Force and our scientists could develop 
improved detector devices and radar and other electronic devices 
and lay a couple of warning networks across the northern part of 
Canada giving us 1 to 3 hours of warning time, we would be able to 
evacuate our cities and disperse our people with some exceptions, 
such as possibly the city of New York. The city of New Orleans 
would have some trouble with evacuation, but there would be a real 
possibility of moving people out of the area and saving the expense 
of the construction of this huge shelter program. 

However, up to this time we have no such assurance by the Air 
Force. I should point out to the committee that in 10 or 15 years— 
and I do not know the time, and no one does—it is entirely possible 
we will have intercontinental, guided missiles that will come across 
the spaces so rapidly that no detection device, no warning network, 
will be able to give us any appreciable period of warning. Then we 
would be back in the same position we are in today. We could have 
an attack upon the United States without any warning and we would 
have to take the best kind of cover we could. 


POSSIBLE PREVENTION OF ATTACK 


The next important thing project East River pointed out was that 
the military must do a better job of preventing these attacks. At 
the present time the military has said it could not hope to stop over 
3 out of 10 attacking bombers from getting through to the United 
States. 

I doubt whether they could stop 3, because the statistics show 
that in the last war the Germans were not able to stop 3 out of every 
10 bombers we sent over Germany. 

That brings back the importance of the statement I made earlier 
that over 60 percent of the American people believe today—and I 
wish the committee would pay particular attention to this—over 60 
percent of the American people believe today that the military can 
prevent the bombs from falling on the United States, which means 
those people are living under a misapprehension that could easily cost 
them their lives. 

Probably a large percentage of the people in Government have that 
same feeling. That is partly the responsibility of the military, of 
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which I am very proud to be a reserve member at the present time. 
Through understandable service rivalry, there is a tendency when new 
things are developed to overstate the effect they will have upon the 
defense of the United States. 

As a matter of fact, in just the last 60 days the invention and pro- 
duction of the device known as Nike was announced with a good deal 
of fanfare in the papers, and I am certain it led some people to believe 
we were safe from an atomic attack. 

The best briefing I can get from the military, and I have been active 
in this thing for several years, is to this effect: 

If the Russians today launch an attack of four or five hundred 
bombers—and they have the capability—carrying whatever atomic 
bombs they have, there is not a thing we can do to prevent them from 
dropping one or more on every city in the United States. The 
military must cut down the percentage of bombers that get through. 


DECREASING URBAN VULNERABILITY 


This third thing, from Project East River, is exceedingly important 
and involves the Federal Government in its entirety. The report 
says that we must decrease urban vulnerability. That simply means 
we must disperse our cities and that when the Federal Government, 
as it has in the past, goes into these great cities and clears out a slum 
area, it should not turn around and build a great apartment building 
or a great housing development there. That is simply condemning 
people to death in the event of an atomic attack. 

If Federal money is going to be put into that kind of housing 
development, it should be moved to the outskirts. The same thing 
is true with regard to hospitals. 

And when the Government lets contracts that involve the con- 
struction of huge plants, they should be built on the outskirts of the 
city. If we do not do these things, we simply are condemning our- 
selves to tremendous losses of life and property when this attack 
comes. 

From now on we must all live with the understanding that an 
atomic attack is a possibility and we cannot escape it. Our lives 
must be fashioned accordingly, even though it is a gruesome thing to 
think about. 

I am glad you raised the question about medical supplies and the 
location of these warehouses of the military, because the military in 
my ir is Se a very commonsense approach to this 
problem which faces all of us as Americans. 

Coming back to the budget itself, in order that I do not take too 
much of your time here, I have discussed the medical stockpiling 
program, the engineering ' stockpiling program, and the contributions 
program very sketchily. In the contributions program, by the way, 
our emphasis has been upon these things: 


ATTACK WARNING 


We want every city to have the warning devices that will permit 
notification to the people of an impending attack. [1 we do not have 
that, everything else goes by the board. We want our American cities 
to have adequate fire-fighting equipment. We think we have done a 
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good job in that field, and we can discontinue, at least for the present, 
our work in that direction. 

We want every one of our American cities to have rescue equipment 
and rescue trucks properly equipped. That is highly important 
because, again, at the Worcester toronado into which we moved, we 
had two of these rescue units on the ground within a matter of minutes 
after the disaster struck. One of the trucks was handled by a former 
instructor at our staff college at Olney. Those people took over that 
relief activity so effectively that they were able to save a number of 
lives there. They did such a fine job that it was praised highly by the 
local authorities. We want to step up that phase of our work through 
the contributions program. 


OPERATIONS ACCOUNT 


That takes me down to our operations account. In that account 
the Truman administration had asked the Congress for $12 million. 
We revised that downward to $10,900,000. As a result of some sav- 
ings we were able to make previous to the time we went before the 
House committee, we cut off $483,000 by closing 2 regional offices 
and the curtailment of our proposed twx alternate loops. 

We were able to get the figure down to $10,416,000. The House 
approved for us $7,900,000 which includes a reduction for the amount 
of rental we would pay for warehouses from the amount we ask. 

If we were to stockpile $100 million worth of goods, obviously we 
would have greater expenses for paying rental for warehouses than 
if we were to stockpile $20 million. That figure can be adjusted back 
and forth as we come out in the final allowance for the stockpiling 
program. However, the amount of money which is allocated to us 
by the House is insufficient for the many reasons which I have out- 
lined in my detailed appeal to this committee, starting on page 8 
of the statement which I have filed with you. 

I do not know whether it would please the committee to go through 
that. I would be glad to answer any questions. 

Senator Ferauson. If you care to give us any highlights on the 
statement, I think we could do it that way. 

Mr. Pererson. There are several items on which we agreed with 
the cuts the House has made. We accept them cheerfully and will do 
the best job we can. In certain instances the cuts are, in our judg- 
ment, too extensive. One of them is our supply-service program 
set out on page 10 of the statement which we filed. This involves 
this matter of warehousing we have talked about, and the location 
of our medical supplies. We have to get our supplies into a more 
usable form for handling. 

We feel we need, in order to do the job that is required of us, the 
$1,801,000 we asked for rather than the $1,100,000 that was provided 
for by the House. 

TRAINING 


I pass on to the item that involves training. There the House made 
a $16,000 cut and we accept it. 
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TECHNICAL GUIDANCE 


In technical guidance (one of our most important activities), the 
cut was made from $2,173,000 to $1,457,000. This is the field in 
which we maintain our regional offices. We have seven regional 
offices scattered over the United States on the theory we can do a 
better job for the people if we take our services out to the grassroots, 
to the cities and States, rather than expecting them to run into Wash- 
ington to get the guidance we are able to give in many fields. 

The cut that is made here by the House will make it very difficult 
for us to carry on the technieal guidance program we have had in the 
past or the technical guidance program we think is necessary. This 
involves such things as the education of the American people, which 
is extremely important; the people simply do not know what to do in 
the event of an attack. It is our job to tell them. It is an extremely 
difficult job to sell to 160 million Americans who are moving in a pass- 
ing parade constantly. 


HEALTH AND WELFARE PROGRAM 


In our health and welfare program, a cut was made from $647,000 
to $280,000. This is the program in which we consider such problems 
as biological warfare defense, radiological defense, chemical warfare 
defense. We believe if the Russians make an attack on the United 
States that the attack will not come alone from the skies in the form 
of an atomic bomb but they will also raid the United States with 
submarines using guided missiles with atomic warheads. We believe 
they will introduce plant snd animal diseases into the United States 
in the rural areas, that they will poison water supplies, that they may 
possibly introduce nerve gases. 

I can tell you the people of Sweden believe now, that rather than 
to atomic bombs, they will be subject to gassing because that will 
permit the Russians to take over the installations there intact; where- 
as if they bomb the country, they will destroy some of ‘he things they 
will later want to use. That is a tremendous cut in our health and 
welfare activity. 

I appreciate that the word “‘welfare’’ is an anathema to some folks, 
but that part of our program involves such problems as making 
provision for shelter for millions of people who will not have homes 
and for feeding millions of people who will not have food supplies 
available. This is not a boondoggling, leaf-raking, do-good program; 
it is a program designed to take care of Americans when they will be 
in the greatest hour of need that Americans have ever faced. 

Senator ELLeENpDER. Do you keep that on hand? 

Mr. Perrerson. No; this is for our training in that field, for research. 
We do not stockpile food. It is the responsibility of the Department 
of Agriculture to make certain that food is available in the event 
of attack. We are training in the field of emerge ney feeding. We 
are conducting such tests now and will conduct one in the State of 
Kansas involvi ing the Army and civil defense personnel. 

People have to be trained in these fields as in other fields. This 
money is for those purposes, purposes of research and study and for 
the preparation of information that can be disseminated to the 
American people. 
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Here is an example. The Bureau of Standards calibrates radio- 
logical survey instruments for us. We want to have these instruments 
distributed all over America among our workers so they can determine 
after an explosion whether or not it is safe to go into an area and 
rescue people. 

In other words, the problems that will be created by an atomic 
explosion, cut across every phase of American life and are tremendously 
involved and stupendous in size. 


NERVE GASES 


I have sat for one entire morning listening to medical experts discuss 
the problem of nerve gases. I am sorry | must tell this committee, 
as an evidence of how poorly prepared America is, that in event of a 
chemical attack there do not exist today gas masks to protect the 
people. In conjunction with the chemical warfare services we have 
been working in that field and we hope to come up with a gas mask 
that can be manufactured and sold to the people individually for about 
$2, with the expectation they would not be furnished by the Govern- 
ment. 

The military is doing some work in that field largely or exclusively 
for military offensive knowledge. As a matter of fact, I think I should 
point out here that in the whole field of research, and I may be taking 
this out of continuity because I am coming to it later in the statement, 
but we asked for $477,000 for research in connection with atomic 
attack. The House approved $350,000. 


YUCCA FLATS EXPERIMENT 


I am sorry to have to tell this committee that, outside of approxi- 
mately $60,000 we spent at Yucca Flats on March 17 when we built 
2 houses, one located 3,500 feet from an atomic explosion, the other 
7,500 feet and outside of the $150,000 or $200,000 which the motor 
industry gave to us in the form of automobiles, and furniture which 
had been given to us by suppliers, not a dime has been spent in the 
past year in America for research to protect Mr. and Mrs. America 
where they live, in their homes, in event of atomic attack. 

Most of the money spent by the Atomic Energy Commission and 
by the military has been spent up to this time for military purposes. 
While we get some values from that expenditure, we have not received 
it directly. It has not been applied directly to the problem of figuring 
out what happens to homes, to buildings, to factories, and utilities 
in our great cities when these bombs start to fall. 

I would say as a citizen that I am impressed by the fact we as a 
Nation are extremely negligent and shortsighted in this field. We are 
asking for. $812,000. We want to do some research to find out how 
to advise the American people better as to the types of homes and 
factories they should build, where they should locate these things, 
and how far out to get them from possible target areas. 

Senator ELLENDER. How would you go about doing that? 

Senator Fercuson. Would you not create other target areas if 
they move out of one target area? People will have to have homes. 

Mr. Pererson. That is right. The best safety you can have is 
in long-range dispersion. I realize you cannot abandon the American 
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cities. I do not so propose. It is possible to build these big plants 
out where they become isolated targets instead of being part of a 
great complex. 

Senator Fercuson. How are you going to work them? You have 
your transportation problems to those factories if you move them out. 

Mr. Prererson. The alternative, then, is this: If you keep pyramid- 
ing people in these American industries which are already very 
inviting targets, you simply condemn those people to a certain 
death in event the attack comes. The enemy has that capability 
at this moment, and you know his intentions better than I do. His 
intentions are not good so far as the United States is concerned. 

If we keep pyramiding these things, we invite utter destruction 
upon the United States. At this very moment, they have the capabil- 
ity of dropping bombs on any number of our cities, 50 to 100 of them. 


ENEMY LONG-RANGE BOMBERS 


Senator Ferauson. What do you think they have by way of long- 
range bombers? What is your best guess? 

Mr. Prererson. They have over a thousand of the TU—4, which is 
an improved copy of our B—29, which would permit them to make a 
one-way flight into practically all of the United States. They would 
not be able to get into Florida or the area along the (iulf. 

If they refuel those planes, which we are doing wit): ours—and we 
must assume they have the same ability—they can reach a large 
part of the United States, particularly that vital part of the United 
States up in the Great Lakes area or, if you put your hand on Chicago 
and point it to the east, that area covered by your hand on the map. 
They can reach that area and others and return by refueling pro- 
cedures. 

But there is some evidence that the Russians have already in their 
possession bombers that are improved beyond that. Any country 
that has had the ability to make the MIG fighter, which in some 
respects is superior to our fighters, must be acknowledged to have 
the ability to produce better bombers and to produce them fast. 

One of the most serious errors that you can make, either in coach- 
ing football, which was my business years ago, or in directing military 
activities, is to underestimate your enemy. If the American people 
underestimate the Russians, they will make a disastrous mistake. 

I feel that we should know more and more about the effects of 
these atomic attacks in order that we can advise the people, inform 
the people, and make the best possible preparation. 


STUDY OF BOMB EFFECT ON HOUSES 


Senator ELLeENpDER. How would you go about making that study? 
Would you explode the atom bombs to find out the effect on houses? 

Mr. Pererson. Yes, if we can afford it; and I assume we could 
because we have done exactly that in connection with the military. 
We have gone into the Pacific and have dropped atomic bombs on 
great fleets of battleships. We have exploded bombs and have flown 
airplanes through them to find out the effect on military equipment 
and devices. If we wanted to make a comparable test, we would have 
built out on Yucca Flats a small community as cheaply as possible and 
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we would have to drop a bomb so that we could find out the effect 
of the A-bomb upon a real American community. 

You can figure this by engineering projections. You cannot do it 
with exactitude because nobody is going to know all the answers until 
after the bom) explodes. 

Senator Fercuson. Has not the military done that by taking pres- 
sures and tests? 

Mr. Peterson. The military does not do that for our civilian homes 
and buildings. 

Senator Fereuson. No, but they do it on pressure tests and heat 
tests and light tests. 

Mr. Pererson. That is right, on military devices 

Senator Fereuson. But they know what it is, 

Mr. Pererson. They know in part. They have done a lot of re- 
search work. My point is that it is done for direct military purposes. 
It has not been done so we could apply it to where Mr. and Mrs. 
America live 

RESULTS OF TEST 


Senator Tuyr. Governor, what did you learn from the two houses 
that were constructed, the furniture within them, and the vehicles 
you had placed in those strategic areas out there when the bombing 
took place? 

Mr. Peterson. We learned several things, even though this was not 
as complete a test as would have been desirable. We learned a person 
who had been in a family-type shelter—just a lean-to built out of 
rough lumber against the basement wall—3,500 feet from that blast 
would have survived so far as the blast was concerned or the rubble 
falling in on the person or as far as the radiation was concerned. That 
person would have lived at 3,500 feet. 

On that particul: ar day I was in a trench 2 miles from the blast, and, 
while the earth shook badly 5 feet below the surface, I survived with- 
out any trouble w hatsoever. The troops went a half mile closer the 
next week. That wasatoy bomb. Some people object to that term 
“toy,”’ but it was a bomb the equivalent of 15,000 tons of TNT, which 
was less than the bombs we dropped in Japan. 

In the house at 7,500 feet, the dummies we had in the shelters were 
perfectly safe. Persons not in the shelter would have been killed by 
flying glass and debris, but in the shelter they would have been safe. 

We pointed out carefully in the booklet we published, and which at 
least one of the magazines rather flippantly and unfairly reported the 
fact that we did not put utilities in. The reason for this was that, if 
you had electric current and gas in there, you could well have had a 
fire which would have demolished the building. We were not trying 
to find out whether there would be fires; we are pretty sure that there 
would be. We were trying, in this particular experiment, to find out 
the effects of blasts and the effects of radiation. 

Since that time we have also had tests out there in which we joined 
with the military where we built portions of walls of various types 
such as those used in industrial construction to see what the effects 
of atomic explosions upon them would be, to see what we could do 
about strengthening them and building a better wall. I am sorry 
we do not have the data on those particular experiments as yet. 

Senator ELLenper. Were they built of lumber or concrete? 
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Mr. Pererson. They were built of concrete. 

Senator Toye. Did they blow out? 

Mr. Pererson. They were blown down. The final effects, the final 
study which will be cleared through the Atomic Energy Commission 
and the Armed Forces Special Weapons Project, we do not have yet. 

Senator Tuyr. Even though you were to erect a city out there to 
determine what a bomb would do, you could not come and rebuild 
the city of Washington or Pittsburgh’ to comply with what vou learned 
when the community center was “destroy ed. We have this and we 
have got to live with it. At least I am quite certain we do. 


FURTHER KNOWLEDGE OF EXPLOSION NEEDED 


Mr. Pererson. That is right. But we would learn a good many 
things about how practical it ‘would be to shore up walls, to strengthen 
floors, to teach people to take cover on the interior of buildings, to 
determine more about basement-type shelters in brick and masonry 
homes. We need to know more about the radiological problem in- 
volved. There are any number of things we need to know. 

If America needs to know the effect of the explosion of an atomic 
bomb above a fleet of battleships, we need to know the effect of it 
where Americans live. In anything I say here, | want you to under- 
stand that I want to see a strong atomic-energy program. But we 
have spent billions of dollars to find out how to meet the enemy in the 
event of an attack, and we have spent just a handful of dollars for 
research or how to protect the people of our country. 

This situation is totally out of balance because the military cannot 
stop this attack. We should be concerned about how these Americans 
are going to survive when this attack comes. If we don’t, we are 
living in a fool’s paradise, as some people are already pointing out. 

There are two things that the American people are in serious error 
about. Some 60 percent of them think, the military can stop the 
attack. The military warns it cannot stop an attack upon the United 
States. Some people put their faith in a strong retaliatory air force 
without thinking their problem clear through. They seem to feel 
we can absorb an attack from the Russians, and then go over and 
retaliate. We then might have the picture of two great countries 
in ruins and neither one able to carry on war. 

I grant it is a difficult problem and I am not happy with it, but that 
is neither here nor there. Our job is to inform the American people 
the danger they are in, the things they can do to minimize that 
danger in order that we can maintain America’s productive ability 
and her will to fight. If we do not do this, we may be taken over 
successfully by these enemies if they meke the attack in the future. 

Senator E:.enper. With the description you have given to us, 
would it not be better for us to work on a plan to prevent them from 
coming to these cities? As Senator Trye pointed out, you could not 
rebuild the cities; you could not change all of your ‘manufacturing 
centers. You would destroy the whole economy. 

Is it not better for us to spend funds in order to prevent or minimize 
that attack rather than do what you suggested? 

Mr. Pererson. No one would guarantee there cannot be a success- 
ful attack on the United States—— 
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FURTHER DISCUSSION OF NERVE GAS 


Senator ELLenpEeR. You talked about germ warfare, about nerve 
gas. I have heard that since I came to Congress 17 years ago. We 
have had two great wars. Up to now it has not been used. What 
have you to tell us that would be indicative of the fact in case of 
another war they would use this kind of thing? 

Senator Haypen. I think the reason why they have not done it in 
the past, if he did use it, the enemy knew we were capable of hitting 
him with the same thing. 

Senator ELLENDER. We can do that today. 

Mr. Pererson. I am happy they did not use gas in the past. I 
hope they do not use it in the future. But it is only a hope. 

Senator E_tenper. We were asked to provide for studies along 
that line in anticipation of a probable attack. As I said, it never 
occurred. 

Mr. Pererson. We are facing an enemy that is a little more 
vindictive than any we have had, a little less inclined to follow the 
rules of the game, such as they are. 

Senator E.tenper. I think many people forget our own poten- 
tialities in that direction. If we continue to build as we are, it will 
be a deterrent to any enemy to attack us. I believe that it might 
be best to spend the money in that direction for something that may 
not ever occur. 

REVISED BUDGET 


Senator Haypen. I would like to make a comparison about expend- 
itures in that regard. How much money was asked for in the revised 
budget for your entire project? 

Mr. Prrerson. This last year FCDA had $43 million for our 
entire operation. 

Senator Haypen. I am talking about the request this year that 
was submitted to the House. 

Mr. Pererson. We requested $125 million. 

Senator HaypEen. You got how much? 

Mr. Prererson. $37,700,000. 

Senator Ettenper. That is for your whole program? 

Mr. Peterson. Yes, sir. 

Senator Haypen. What ratio is there between that and the expendi- 
tures of the Atomic Energy Commission or the expenditures which 
Senator Ellender is talking about? 

Mr. Pererson. There is no ratio at all. What we are asking for is 
less than half the cost of an aircraft carrier. We have been slashed 
here mercilessly. As I said in the beginning, I believe in economy in 
government. While serving as Governor of the State of Nebraska, 
the State took less of our citizens’ income for State government than 
in any other State. 

I am serious about this business of economy. This request is almost 
nothing in relation to the total Federal budget. I believe in economy 
in the Federal Civil Defense Administration. We have already made 
some savings and we are going to make more. We are going to elimi- 
nate some people. We are going to run the thing as efficiently as we 
can. However, the Congress and the American people today are not 
seriously facing this problem of civil defense. Ours is a reasonable 
concept. 
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The President of the United States says it is a reasonable concept. 
The Congress established this agency, setting up this law. If Con- 
gress should decide this is not a reasonable way to approach the 
problem, well and good as far as I am concerned. I would accept 
that decision as a Federal servant. 

No one yet has said this is not a reasonable procedure to follow 
in preparation for a possible attack. You must do something of 
this nature. 

Senator Haypen. At one infinitesimal fraction of the cost of all 
of these other expenditures we are talking about. 

Mr. Prererson. That is right. 


ATTITUDE OF STATE GOVERNMENTS 


Senator DworsHak. What is the attitude of the State govern- 
ments on this? Are you getting wholehearted cooperation? 

Mr. Pererson. Here has been the problem: I was a governor in 
1950 when the Federal Government got us into this business. At 
that time it looked like the Russians might attack us immediately. 

Senator Ferauson. Where do you think we got that idea? 

Mr. Pererson. I would not want to pinpoint that. 

Senator Fercuson. Is that not what is wrong in that civilian de- 
fense, that we have heard the cry of wolf on specific dates and the 
people pay no attention? 

Mr. Pererson. I am in utter agreement; it is foolish to try to 
pick a date when the enemy is going to attack. I think it is certain 
this enemy will attack whenever he feels it is desirable, because he is 
attacking all around the world 

The States came in and supported civil defense and did a good 
job. The State of California is away ahead of the whole Federal 
Government in every field. They are doing research with their 
own State money that is not being done here in Washington. 

Senator ELtenpeR. They have more money than we have; we 
are broke. 

Mr. Prererson. I think there is some truth in that. I have never 
operated a government that had a deficit budget and this one does 
have. The States came in with this enthusiasm. Then I think 
the Agency made a mistake when it came in and asked for $500 mil- 
lion one time, $600 million another time, and $400 million another 
time, at that time thinking in terms of a tremendous program. 

Senator Ferauson. At one time I think they estimated it cost 
$309 billion to properly set up a defense 

Mr. Pererson. Then because the Congress cut those things rather 
drastically, the result has been that the States have been losing 
interest. One of the bad effects here of a cut, such as the House 
has made, is that in effect it says to the States: The Congress of the 
United States set this program up, the President of the United States 
says he believes in it, feels it is necessary, but we do not back it up 
with our money. Money speaks louder than words. Their reaction 
is, if you are not going to put money in it, why do you bother us? 


35192—53——-11 
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CALIFORNIA CONTRIBUTION 


Senator DworsHak. How much money has the State of California 
spent? 

Mr. Pererson. It is millions of dollars. The States themselves 
have put in $212 million. The Federal Government has put in less. 

Senator DworsHak. They have a matching program now? 

Mr. Pererson. Yes. The States and cities have put more money 
into this than the Federal Government. 

Senator Toye. How much of your expenditures goes to this com- 
munity center reporting? 

Mr. Pererson. Local civil defense control centers are financed by 
the localities primarily. All we pay for is for two officers in each 
Air Force division control center. We have helped to match money 
to equip the CD local control centers but we do not pay for the 
operation of them. 

Senator Toye. I just wondered how much money of your appro- 
priations has gone into financing these various community centers 
throughout all the States. 

Mr. Pererson. We are having trouble understanding the question. 

Senator Tuyr. You are familiar with what a community center 
reporting is? 

Mr. Pererson. Do you mean a filter center? 

Senator Toye. You have out across the Nation in various States a 
designated center. Some places it is in a community thev built on 
top of a building and they have a telephone in there. They have 
relays of people who remain in there to report out. That is the type 
of a civilian defense | wondered how much, if any, you have contri- 
buted toward. 

Mr. Pererson. That program is known as the Ground Observer 
Corps program. That is an Air Force responsibility. They are used 
by the Air Force to supplement the radar. The Air Force has the 
responsibility for-warning us of an impending attack. 

I understand the Air Force agreed to finance the communications in 
connection with those GOC outposts, but they expect the local 
community to build the outposts and equip them. 

Senator Tuyr. Do you pay for any personnel there? 

Mr. Perrerson. No, sir. 


VOLUNTEER PERSONNEL 


Senator Tuyr. You have done nothing in that. Do you know 
whether the Air Force is paying anything on the personnel that is 
engaged in that sort of a civilian defense operation? 

Mr. Pererson. I think not. I think that is voluntary. The only 
place where civil defense comes in is helping to get the volunteers 

Senator Tuyr. How much money are you spending in trying to get 
those volunteers? 

Mr. Prererson. We have not spent any money. The Advertising 
Council of America has donated, I do not know whether it would be 
thousands or millions, of dollars worth of time and space in the news- 
papers, over radio, and so forth, to help get those volunteers. 

Senator Ferauson. What is the newspaper position in that field? 
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Mr. Prererson. They play a most important part. In addition, 


. 


in the event of attack they are concerned with immediately getting 
accurate information into the communities. 

Senator Ferauson. Have you a plan with all the newspapers? 

Mr. Prererson. Not with all of them. 

Senator FerGuson. Have you worked out one? 

Mr. Pererson. We are working out plans but not all of them have 
entered into the plan. 

Senator Ferauson. | want to insert in the record a letter from the 
American Newspaper Publishers Association and a letter from the 
Nashua Telegraph. 

(The letters referred to follow:) 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York 17, N. Y., June 11, 1953. 
Hon. StyYLes BRIDGEs, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 


Dear SENATOR Brivges: It is my understanding that funds for the Civil 
Defense Administration will be considered shortly by your committee, and that 
these funds will be provided, probably, in the first supplemental appropriations 
bill for 1954. 

During World War II and during the Korean war there have been many 
varying expressions of opinion as to the essentiality of newspapers during times of 
national emergency, disaster, ete., by Government officiais and agencies. 

I have been told by some of your friends you have expressed the opinion that 
newspapers and other communications media shouid be continued during times of 
emergency and I am wondering if at the time appropriations for civil defense are 
considered an expression might be secured by the committee for inclusion in the 
committee report or hearings on the bill as to how communications media and 
particularly newspapers are rated for essentiality. 

While some officials connected with the Civil Defense Administration have 
expressed the opinion that newspapers are invaluable in keeping the public in- 
formed, telling the people what to do for their own protection, and in preventing 
panic, nevertheless I have not yet seen any official expression of opinion from the 
Administration along this line. 

The American Newspaper Publishers Association is deeply interested to know 
how newspapers are regarded for purposes of essentiality and if any question you 
ask would bring this out in a committee report it would be greatly appreciated. 

Sincerely yours, 
CRANSTON WILLIAMS, General Manager. 





TELEGRAPH PUBLISHING Co., 
Nashua, N. H., March 25, 1958. 
Hon. StyLes BripcEgs, 
Senate Office Building, Washington 25, D. C. 

Dear Sryves: In addition to serving as chairman of the Senate Appropria- 
tions Committee, you are also a member of the subcommittee handling the 
independent offices appropriations bill. It is my understanding that the sub- 
committee will handle the appropriations bill covering money for the Civil Defense 
Administration. In connection with the Civil Defense Administration there is 
a point which interests me. 

This point concerns the essentiality of newspapers continuing publishing in 
times of emergency, war, or a bombing attack. Obviously, in any such time of 
emergency it would be essential that the public be kept constantly informed as to 
what to do and what is expected of it. The best way to keep up this constant 
flow of information to the public is through the continued publication of news- 
papers which can reach people whether they be at home, on the street, or where- 
ever. 

We know that there are people sympathetic to this point of view in the Civil 
Defense Administration across the country. We understand, however, that there 
are others who for some odd reasoning of their own think otherwise. 
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I think it would be proper for your committee to ask Civil Defense Administra- 
tion witnesses as to their thinking on this point when they come before your com- 
mittee to testify relative to its appropriations. I would be very interested to 
learn of answers received to such a question. 

Very truly yours, 
ALBERT SPENDLOVE, General Manager. 


NAGASAKI BOMBING 


Senator Haypen. | was interested in a statement about Nagasaki. 
What happened? Was there a warning there? 

Mr. Pererson. No sir. The first thing they found they needed 
was information so people would know how to act. One thing I 
have not talked about is the possibility of panic in the event of attack. 

Senator Haypen. Was that the effect in Japan? 

Mr. Pererson. Yes, sir; that is right. Here was something that 
came out of the skies that no one had ever dreamed of. They were 
onl for information. The newspapers gave them the information. 
Under the law, one of our responsibilities is to provide an official 
program to help the media with accurate reports of what is happening. 
This is set out in the law enacted by the Congress. 

We have already helped set up a communication system across 
the country so in the event of an atomic attack upon Washington 
the President of the United States can speak to the American people 
within a few minutes. 

Following the President, we have already made arrangements for 
outstanding radio personalities whose voices are known to the American 
people to go on the air because it will be of the utmost importance 
that we restore order and help prevent panic just as rapidly as we 
can. 

REPORTING CENTERS 


Senator Tuyen. I would like to pursue a little bit further this ques- 
tion of these reporting centers, because if the air service is spending 
money on that, then we, of course, must try to ascertain from the air 
service how much money they are spending in the form of civilian 
defense in the respective States on those so-called reporting services. 

I would like to get a report from you as to how much you are spend- 
ing in that particular field, if anything. 

Mr. Pererson. We are not spending anything in the field right 
now, for salaries or other operating expense. 

Senator THyr. Have you? 

Mr. Petrrerson. No, sir, we have not. 

Senator Tuyg. So that you are not in the so-called local reporting 
service, you are not financing, you are not spending any money for 
supervision or any money for communication lines in that connection? 

Mr. Prrerson. No, sir; I think I can make an explanation briefly. 

The Air Force has the responsibilit: vy for detecting the approach of 
anenemy. ‘This is part of the way they do that. The minute they 
observe a plane coming the volunteer observers call a filter center that 
is maintained by the Air Force. The filter center in turn reports to 
one of 11 Air Defense control centers where we have a trained indi- 
vidual who represents us. After he has consulted with the responsible 
military authority they may come to the conclusion that the people 
in the area should be warned of an impending attack. We pick up 
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the charges for the cost of a system of communications from the 
Air Division control centers out to a designated point or points in 
every State. We pick up the tab for alerting those people so that the 
sirens could be sounded. The Air Force pays for communications 
from the observer post to the Division center. 

We have nothing to do with the detection of airplanes coming toward 
the United States. That is a military, not a civil defense responsibil- 
ity. We got into it only because we agreed to help them get the vol- 
unteers. 

Senator DworsHak. Governor, you have indicated that the States 
have an awareness and are more alert than the Federal Government, 
your agency. Is is possible that they do not particularly want coor- 
dination at the national level, that with the exception of stockpiling 
of medical supplies, they are in a position to do this job without 
much supervision from the Federal Government? 

Mr. Pererson. The way I envision this program, and I am certaia 
the President does also, is that the rea! work has to be done at the 
city and State level. All the Federal Government can do is th's: We 
use these unparalleled scientific resources we have to gather vital 
protective information. Then we make it available to the States in 
a simple form. We can do it more effectively thaa they can. 

In addition we coordinate civil defense activities when States’ lines 
are crossed. 

The rest of it has to be done at the State and local level. 

However, when I used California as an example, I used a. example 
of a quite wealthy State, and a State that has been effective in its 
leadership. 

New York has also done a good job under the leadership of Governor 
Dewey. and a number of fine people who have headed up civil defense. 

There are other States that have done a good job, but some of them 
have not. Some of them are so located that their interest has not 
been quite so keen as those with big cities. 

I think the cities and States want a strong civil defense. I hope that 
if we can get the money to carry out the program that I have outlined, 
and that when we have completed our stockpile and contributions 
i then the Federal Government can reduce its share in this 

usiness, excepting for about $20 million a year for the cost of agency 
operation, and that ought to be all there is to it. 

Senator DworsHak. That would be quite difficult. Civil service 
would not let you disband. 

Mr. Peterson. I would be willing to make a little test with civil 
service on that. Ido not think you can fire people, but you can abolish 
the job. 

But that is at least my hope, to take us out of business for those 
activities in which our work is finished. 

Senator ELtenper. To what extent do the States do their part 
without intervention from the Federal Government? 


MATCHING FUNDS 


Mr. Peterson. They all use every nickel of Federal matching funds 
they can get, and I would say appropriately so. But I would add 
that in California, because of the location of some universities there, 
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and particularly in the bay area, they have gone ahead in the field of 
research without respect to Washington. 

Senator ELLENDER. You were to give us the amount spent by 
California. What is it? I want the actual figure. 

Mr. Pererson. California spent just slightly under $14 million in 
this program. They have $70 million available in their total program. 

Senator ELLenpDER. Why did they not spend the other? 

Mr. Pererson. I assume that is in the process of orderly usage. 

Senator ELLenper. How much of that was contributed by the 
Federal Government? I thought you were going to talk in the 
hundreds of millions when you talk about ( ‘alifornia. 

Mr. Prererson. Senator, on the State level we deal in millions, not 
in billions, as you do here in Washington. 

Senator ELtenper. California has so far spent $14 million over 
what period of time? 

Mr. Arrken. About 2 years. 

Senator ELtenper. And they have $78 million more 

Mr. Pererson. In an emergency fund, available for this purpose 
in the event of an attack. 

Senator ELLENDER. You mean in the event we provide matching 
funds; am I right in that? 

Mr. Peterson. I could not speak to that. 

Senator ELLENDER. What are they going to do with that $70 
million? 

Mr. Pererson. That is an emergency fund. I could not speak for 
California with respect to its plans for using the money. 

Senator ELLenpeER. I thought maybe you knew. 

Mr. Pererson. No; I do not. 


WARNING AND COMMUNICATIONS 


Senator Ture. Governor, as I look at the total civil defense require- 
ments in the schedule before us, you show us here $7,812,000 for warn- 
ing; and communication, $10,938,000. 

That goes back to the respective States; does it not? That is 
where you set up your warning service and your so-called community 
stations to get this attack warning? 

Mr. Prererson. That is correct, sir. 

Senator Thre. That is what led me to ask the question, just how 
much you spent in the past in your so-called attack warning and 
community communications. 

Mr. Pererson. Yes. 

Senator Tuy. I am somewhat familiar with what existed around 
the different communities. I have seen it with my own eyes. I just 
wondered how much it was costing us to conduct that type of program. 

Mr. Pererson. We have spent for the attack warning at the point 
where I said we step in, $4% million, Senator. We are asking for 
$3,300,000 this year to match with the States, and that should com- 
plete the program. 

Senator Toye. Do you have anything in existence there that would 
give you a warning? 

\[r. Pererson. Yes, and there are air raid drills around the United 
States frequently in various cities. 
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Senator Tuyr. To what extent do you reach out into the commu- 
nities? For instance, take Minnesota; how far out and where do vou 
stop in Minnesota? 

Mr. Peterson. For control? Of course, after devices are installed, 
they are under the control of the city or the State rather than under 
our control. Tests are made of these devices periodically, to the best 
of my knowledge, in every city and clear across the United States. 
The warnings from these devices in Minneapolis and St. Paul, | 
assume, would not reach out of the metropolitan area. 

However, there is not much danger of an atomic attack in Minne- 
sota, outside of the St. Paul-Minneapolis area, or the Duluth area. 

Senator Tuyr. Those reporting centers, however, are there to give 
information as to what may be approaching? 

Mr. Perrerson. Yes. 

Senator Tuy. Radar, of course, is there, but it cannot pick up as 
far as Loran? 

Mr. Pererson. That is right. I tried to make the distinction 
where we stepped in and where the Air Force left off. 


DUPLICATION WITH AIR FORCE 


Senator Tuyr. | was trying to get a mental picture as to that 
reporting service; where do you reach to and what does the air service 
spend in financing such’a reporting service. We find that once in 
a while there is overlapping and duplication, and we are trying to 
sift this out to see if we overlap here. 

Senator Haypen. May I suggest: Would it be difficult to get 
witnesses here from the Air Force to answer that same question? 
On the other hand, Governor Peterson could make an inquiry and 
give us the information furnished to him and place it in the record. 

(The information referred to follows:) 

In response to our request to the Air Force, the following information was 
given to us by the Directorate of the Budget, Department of the Air Force, 
Department of Defense. 

“The maintenance and operations costs within the Air Force for implementation 
of the Ground Observer Corps program during fiscal year 1954 are estimated 
to be $7,370,000. The primary cost of the Air Force, or $6,600,000, are attribut- 
able to leased communications requirements since the services of the ground ob- 
servers participating in the program are on a volunteer basis. 

“The leased communications provide the means for the ground observers to 
report aircraft sightings to the filter centers and, in turn, into the air defense 
system for evaluation and dissemination when and as appropriate to the Federal 
civil defense liaison officers.” 

Mr. Prererson. We will be glad to do that, Senator. 

Senator Ture. Are there any other questions? 

Senator ELLenpeER. I notice on page 223 of the hearings before the 
House there is a table indicating the amount of money that was 
available for civil defense by our States, funds available for matching, 
and in the third column, the total obligations, July 1, 1951, to June 
30, 1953. 

What does that represent, total obligations? Does that mean 
expenditures, or something that will be spent in the future? 

You indicated California spent $14 million. I notice in that column 
that it is merely obligated. 

Mr. Perrerson. This is information that was furnished to our 
agency, Senator, by the States. These are obligated funds, and it is 
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our assumption that they would have expended by the last date 
indicated there, which is June 30, 1953. 

Senator ELLENDER. They would have been? 

Mr. Pererson. Yes. 

Senator ELLENDER. But this covers the entire period from July 1, 
1951, to June 30, 1953, as I understand. 

Mr. Pererson. That is right. 

Senator ELLENDER. So that all of that may not have been spent but 
merely obligated? 

Mr. Prererson. That is right. 

Senator ELLENDER. Do you know what for? 

Mr. Pererson. These are State funds, not Federal funds, sir. 


FUNDS AVAILABLE FOR MATCHING 


Senator ELLenper. I understand; but I notice in the second 
column, “‘Funds availa)le for matching.” 

Mr. Pererson. That is right. 

Senator ELLENDeER. Are any of the funds for matching included in 
the third column? 

Mr. Pererson. Mr. Foulis can answer that. 

Mr. Fou is. The second column is funds available for fiscal 1954. 
They would not be included in the last column. 

Senator ELLenpEeR. Would not that be carried over? The States 
total obligations? 

Mr. Fouuis. That is right, sir. They would not be available for 
further obligations; they are already obligated. 

Senator Ettenper. The point is that in the totals there may be 
some funds matched in previous years. 

Mr. Fovuuis. Yes, sir. 

Senator ELtenpErR. When you speak of obligations, have you fol- 
lowed through to find out whether or not that money was actually 
spent and for what? 

Mr. Fouuis. If it is a matching-fund problem, sir, we do, because 
in those cases we either get a bill from the State upon delivery, or we 
bill the State upon delivery, depending on who made the payment. 

Some of this is federally procured, other is locally procured. If it 
is locally procured, the State bills us in a form of a regular bill in con- 
formity with an agreement we have with them on that specific item. 


OBLIGATED FUNDS 


Senator ELLENDER. How much of the funds appropriated by Con- 
gress are obligated, in which you hand it over to the States, and they 
have not been spent; do you know? 

Mr. Fouts. Yes, sir. I have a pretty good figure on that. 

Practically all the money has been obligated. The expenditures 
are lagging quite a bit behind because of procurement siobloehs. 


RESCUE VEHICLES 


For instance, on rescue vehicles we had to start from scratch and 
build them up. Nobody in the world made them. It was designed 
from scratch, and some of the tools that went into it. We haven’t 
yet had all deliveries on those. They were ordered in 1952. 
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Senator ELLeENpER. What kind of a vehicle is that? 

Mr. Fou.ts. That is a vehicle that carries a lot of equipment, has a 
winch, fire extinguishers, rescue tools, litters, and so forth. 

Senator ELLENDER. What is the cost of it? 

Mr. Fouts. They range in price from $4,000 up to about $7,000, 
depending on the size and type. 

Senator ELLenpeEr. Is it planned to let each city have 1 or 2 or 3 
or whatever the city’s needs might be? 

Mr. Fouts. Depending on the needs. It is part of an overall 
program. We are trying to balance the program to place the em- 
phasis on warning. 

The fire fighting we now feel is pretty much up to date, so we are 
deemphasizing that. We are now trying to emphasize rescue work. 


ORGANIZATION OF STATE HIGHWAY DEPARTMENTS 


Senator Turn. Did it ever occur to you, sir, to organize the State 
highway departments, because they have all the equipment in dis- 
trict offices all over the State? It is not spotted right in the heart of a 
big community center that would be hit. 

You see, you take the State highways, they have all that type of 
equipment. They clear right-of-way as well as aiding a city to clear 
right-of-way so as to permit transportation. 

I am just wondering, rather than to buy this equipment and put 
it ir the hands of someone that is not responsible for it and it is sitting 
there and any Tom, Dick, and Harry says: “Well, maybe I can run 
it and maybe I cannot;’’ whereas, if you cooperated with the highway 
department, they have district offices located geographically over the 
State, and you might be able to mobilize that type of unit to come in 
and clear your right-of-ways and get your transportation back into 
operation. 

Mr. Pererson. Senator, we are doing that from practically all the 
States now. 

Senator ELLeENpDER. How many of these vehicles do you have on 
hand, and how many ordered? 

Mr. Foutts. I cannot give you the number of vehicles on hand. 

Senator ELLENDER. How many do you have on hand? 

Mr. Foutts. Some deliveries have been made. 

Senator KNow.anp. Are there any here in Washington? 

Mr. Fovuuts. No, sir. 

Mr. Pererson. We have some in Olney, Md., where we operate a 
rescue school. They are ours. 

Senator ELLENDER. What about the others? 

Mr. Peterson. They are in the hands of States. 

In Worcester, Mass., the other night, they helped save the lives of 
several people within minutes after the emergency struck. 

Senator ELLENDER. That may be all right, but we are talking about 
the atomic attack. What are you doing with them in the meantime? 

Mr. Peterson. We can only use them for training, Senator. We 
do not have any specific type of vehicle to suggest to States and cities. 
They can take any type of vehicle and equip it with the necessary 
things. I will say that the State highway vehicles are coordinated 
into the engineering plan. I do not suppose there is an exception. 
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Senator KNow.anp. Right at that point I would like to give a 
little personal testimony as to the effectiveness of the civil defense 
organization. 

While I agree with Senator Ellender that we are aiming here in the 
event of an air attack on the United States, I do not think we ought 
to completely lose sight of the value of the civil defense organization 
for other purposes. 


RECENT KERN COUNTY EARTHQUAKE 


During the last year, during the earthquake situation ia Kern 
County, I flew down with Governor Warren and the head of out civil 
defense of California and the Adjutant General of the National Guard. 
Immediately following the quake, I happened to be in the Governor’s 
office at the time the report first came in. The civilian defense 
organization had been mobilized minadiaiale down there, in coopera- 
tion with the Red Cross, which the highway people who had been 
tied into the civil defense program and through the State authorities 
there. The local community, as most American communities would 
do in cases of disaster, had responded. 

I think it was a demonstration there in the outlying communities, 
as well as in Bakersfield, itself, of what a part civil defense can play 
in the event of a disaster of that type. 

So that I do not think we should completely lose sight of this. 

However | agree with the Senator from Minnesota that obviously 
they should make use of all equipment, including highway equipment, 
or private contractors’ equipment, for that matter, in the event of a 
disaster of that type. 

Mr. Pererson. Our plans are built on that. 

I might add that 38 States have given the responsibility for disaster 
relief to the State civil-defense director. And the President of the 
United States has directed that I assume responsibility for coordinating 
all Federal Government activities in the event of natural disaster. 

It makes sense bécause, as we do those things, we get the training 
that is necessary in the event of atomic attack. Of course, I hope 
the time never comes, but it does give us peacetime utilization and 
training. 

Senator ELLENDER. Whose idea was it to build a special vehicle 
for this purpose? 

Senator KNowLanp. Did not that grow out of the British bomb- 
ings and the experience? 

Mr. Perrerson. I think that is right. Rescue work is a specialized 
piece of work, and if you are not trained you are very likely to kill 
a person instead of saving him. 

We are doing a good deal of that work out at Olney, Md., where 
we are teaching people from all over the United States, and also St. 
Mary’s University on the coast. 


PUBLIC INFORMATION 


Senator KNow.Lanp. Mr. Chairman, may | ask this question: 
What is being done not only through newspapers and radio stations, 
but through ‘television and moving picture shorts in educating the 
public on some of these facts relative to safeguarding life that you 








Cincom 


casi paar 


ee 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 169 


have in some of your pamphlets, but which, unfortunately perhaps, 
a great many people do not have a chance to read or do not read? 

There is no question about it. 1 think anyone will agree who served 
with me on the Joint Atomic Energy Committee, that if some simple 
rules are known, that a great loss of life can be averted in the case of 
atomic attack, about getting cover and shelter without even expensive 
shelters. A foxhole could do a great deal, as we demonstrated by the 
recent troops who had some shelter out in the Frenchmens Flat 
area out in Nevada. 

[ was wondering what was being done about getting into the homes 
of the Nation, through television and otherwise, some relatively short 
lessoas that could be taken in easy installments that would adequately 
acquaint the American public with the basic necessities in the event 
of attack. 

Mr. Pererson. The Advertising Council is helping and the infor- 
mation media are donating a tremendous amount of newspaper space 
and television and radio time. 

In the formal paper I filed 1 would like to note one paragraph 
because it directly refers to this: 

As an example, during 1953 the agency initiated the Survival Service. These 
half-hour television shows were originally produced in Washington, and subse- 
quently shown throughout the country. The donated air time for this service 
was valued as in excess of $100,000. The cost to the Government was only 
$1,607, plus staff time. 

That is, time to prepare the material. 

That brings me down to the very last thing that I mentioned in my 
formal statement, and that was public information. I notice my 
people who prepared this were very careful to draw a distinction 
between public information and public education. 

At any rate, we had asked for $994,000 for our public-information 
program, and that involves the very thing the Senator is talking 
about, everything in the newspapers and radio and television. We 
do not buy any television or radio time or advertising space. It is all 
donated to us. For our entire public-education program, we asked 
for $994,000. The House approved $700,000. Our request, in my 
judgment, is a very modest one, because any big industrial concern 
spends much, much more than that in trying to sell food or cars. We 
are trying to sell to the American public the protection of the people’s 
lives. 

FURTHER DISCUSSION OF RESCUE VEHICLES 


I might say, Senator Ellender, you asked how many of these rescue 
vehicles we had purchased. We have bought and had the delivery 
of 112 in the entire Nation, and 56 more are on order. That is 
through the matching-fund program. 

Senator Toye. How much more do you have in mind before you 
have completed the vehicle purchase? 

Mr. Pererson. The present objective is about 3,000 vehicles. 
That is assuming the cities and States will put up half the money. 

Senator Turk. Governor, I do not want to presume to put myself 
in your position here, but it seems to me the contractors have the 
bulldozers; they have the power shovels, draglines. Your highway 
department has got every conceivable type of road equipment in 
their respective district offices across the Nation. Your cities have 
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any number of such towtrucks and such equipment in their garages 
that would be just as safe as the vehicle that you might purchase. 

I do not believe that anyone of us should criticize your education 
program. You bring them down here to educate them in the general 
method of mobilizing a rescue squad on how to train the cities when 
they get their training from your schools, to go back to the com- 
munity centers and train them there. I think that is most commend- 
able. 

But, if you start purchasing 3,000 vehicles to scatter around in 
the various cities of this land, with no one responsible for that ve- 
hicle and that vehicle is stored somewhere that might be in the very 
target area, if we should be so unfortunate as to be hit, I think you had 
better concentrate more on what manner you will mobilize what is in 
existence. 

There is not a crossroads in any of your States but what you can 
put your hands on a contractor that has all of that equipment in 
operation every hour of the day. 

I think you would be better off if you would spend the money 
mobilizing that type of mechanical unit than you would be to put this 
amount of money in 3,000 such vehicles to be scattered across this 
Nation. 

Now, I am not one to project myself into telling you what to do, 
but I am fearful that you would have quite a number of vehicles that 
might not be in service at the proper time. 

Mr. Pererson. Senator, would you care to have the man who 
heads up this activity to tell you what we have on the rescue trucks? 

Senator Turn. Yes. 


FURTHER DISCUSSION OF USE-.OF STATE HIGHWAY EQUIPMENT 


Mr. Gauuacuer. First of all, as Senator Thye has pointed out to 
you about the utilization of State highway equipment and people, I 
want to say the plans call for fullest utilization of all of those things 
before we think of any supplementation in the way of equipment. 
The existing highway contractors’, et cetera, equipment will of course 
be used not only in rescue but in engineering work such as debris and 
street clearance and emergency repairs. Rescue vehicles are solely for 
removal of people from damaged buildings. 

Senator Ture. In what cities have you placed the 112 units that you 
have? 

Mr. GatuaGHeER. | do not have the records, but the State of Pennsyl- 
vania got thirty-odd. 

Senator Taye. In what towns were they located? 

Mr. Gauiacuer. Altoona, Allentown, Pittsburgh, Philadelphia; all 
the large communities. 

Senator Haypen. What is the thing like? 

Mr. Gauuacuer. It is actually a special truck based on British 
experience, with compartmentation for the storage of tools and equip- 
ment. There are about 100 items, ranging from ropes to crowbars, 
to jacks, to pulleys and various small handtools—all of the things that 
out of experience have been very largely determined as necessary for 
effective rescue work. 

Again, it is over and above, Senator, the things that exist. I mean 
we are rot putting frosting on the cake here. 
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WEIGHT AND EQUIPMENT OF TRUCKS 


Senator Tuyr. How heavy is the truck in the first place that you 
put this equipment on? 

Senator KNow anp. It might not be a bad idea to bring one of 
these trucks down here and let the committee look at it. It is the old 
story of the personal reconnaissance. 

Senator Ture. How heavy is the truck? 

Mr. GaLiaGcuer. It is about 2% tons, Senator. 

Senator Tuyr. And you have a winch on it? 

Mr. GauiaGuer. That is right. 

Senator Toye. Which has a draw cable on it and so forth? 

Mr. GatuaGuer. That is right. 

Senator Ture. And then you have the jacks and ropes and things 
of that kind? 

Mr. Gatiacuer. That is right. 

Senator Ture. Is there any other thing besides that* 

Mr. GautuacHer. There is a variety of equipment. 

It is largely a collection of small tools. There is also an emergency 
generator, an electric saw, electric hammer, acetylene cutting set, and 
breathing apparatus. 

Again I say it comes back very largely to the British experience. 
I think we have improved on their equipment. As a matter of fact, 
some of their people have been over here looking at our setup, and 
they like it very much. 

Senator Ture. Are there any other questions? 

Mr. Pererson. Senator, I will advise you personally that I will 
take another look at the rescue-truck program to be absolutely certain 
that it is sound. 


DUPLICATION OF RED CROSS WORK 


Senator ELttenper. Governor, to what extent is your group doing 
work that used to be done by the Red Cross? 

Mr. Pererson. We do not duplicate Red Cross work. 

Senator ELLeNpER. What about Worcester? You said you did a 
valuable job there. Is that not in a measure superseding what the 
Red Cross has done in the past? 

Mr. Pererson. No, Senator. They continue to do everything 
they have in the past and we just coordinate our activities with them 
and other groups. 

Senator Ettenper. Do they not furnish medical supplies and such? 

Mr. Peterson. Yes. They have done all the things they have 
done in the past, but they have never been set up for such things as 
an atomic explosion. 

Senator ELLEeNpER. I realize that. 

Well, take the case of Worcester. Have there been any other 
cases where your organization has assisted the Red Cross? 

Mr. Peterson. We were in Flint, Mich., where there was a terrific 
tornado; in a much lesser degree in W aco, Tex., where another 
tornado hit this year. In Waco, the outfit had become pretty 
sleepy. They did not think an atomic bomb would ever fall there. 

Senator ELtenper. What kind of services do you perform that 
cannot be performed by the Red Cross, in case now of not an atomic 
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attack, but a local disaster, such as tornadoes and fires and earth- 
quakes and things like that? 

Mr. Pererson. The Red Cross does not have the communications 
network, for one thing, that we do. 

Senator ELLENpER. Why is that necessary? 

Mr. Prrerson. It is necessary immediately. For instance, in 
Waco, Tex., a big part of the people went home and were in bed when 
the lights went off, so they did not know until the next morning that 
there had been a tornado. 

Senator ELLeNDER. What would your group have done? 

Mr. Peterson. Mobilized the community’s resources immediately 
to come in and help those peop le. 

Senator ELLENpER. Do you meanv from the adjoining towns? 

Ir. Peterson. Yes, sir. From all over the State. And tha‘ is 
what was done. 

In that case, the communications service used was the State safety 
patrol, Which is the case in mapy States. 


MOBILIZATION OF STATE GUARD 


Senator Tuyr. Would you mobilize your State guard in an event 
like that? 

Mr. Pererson. They did not in Waco for the reason that there 
was a military installation located within 2 or 3 miles, and those 
troops were used instead of the National Guard. 

Senator Ture. | have had some experience along that line, and the 
first thought I had was the Red Cross and the State guard. 

Mr. Pererson. That is right, and I would continue to use the 
guard in some cases. I might give you an illustration of how civil 
defense works. Omaha, Nebr., in 1952, battled a tremendous 
Missouri River flood. Under our law, which we had passed in the 
legislative session immediately preceding, the Douglas County and 
Omaha civil defense organization was completely in charge of the 
fight made against the river. And it was one of the few times when 
the river was licked. 

Our law now contemplates in Nebraska that civil defense will be 
used in these emergencies. 

Senator Tuys. Are there any other questions? 

Governor Peterson, does that take care of all those who have 
accompanied you this morning, or do others have statements they 
desire to make? 

Mr. Peterson. That takes care of everyone in the civil defense 
organization. 

I understand, however, there are some other people here from the 
States who would like to be heard, Mr. Chairman. 

May I thank you and the members of the committee for your 
courtesy and the time which you have given to us so generously. 

Senator THyr. Senator Ferguson asked that I express his apprecia- 
tion to you, and asked me to express his regrets that he had to go to 
another committee. 

Next we have listed Lt. Gen. Henry L. Larsen, of Colorado, 
president of the National Association of State Civil Defense Directors. 
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VULNERABILITY TO ATTACK 


STATEMENT OF HENRY L. LARSEN, STATE DIRECTOR OF CIVIL 
DEFENSE, STATE OF COLORADO, AND PRESIDENT, NATIONAL 
ASSOCIATION OF STATE CIVIL DEFENSE DIRECTORS 


GENERAL STATEMENT 


Senator Taye. Mr. Larsen, will you come forward, please? 

You may proceed to present your statement in whichever way you 
wish. 

Mr. Larsen. Mr. Chairman and members of the committee, my 
name is Henry L. Larsen. I am State director of civil defense in 
Colorado and president of the National Association of State Civil 
Defense Directors. Accompanying me are members of the executive 
committee of that association. 

The United States faces war and is vulnerable to attack. Every 
city in the United States is in range of enemy bombers and the Soviets 
have the bombs, and the means of delivering them. Therefore, we 
must prepare our country to meet an all-out war, and we will lose it 
unless our cities are able to come back. 

Senator ELLeNpER. General, would you mind telling us about your 
association? How is it maintained? 

Mr. Larsen. We have representatives from all States, Territories 
and possessions of the United States. Each of those has a civil 
defense director. We call upon each State that can afford it and that 
has any appropriations available and that is willing to subscribe 
to that to donate a small amount of money. 

My State pays $50 a year for this membership, which goes for 
postage, for exchange of information, in order to perfect and improve 
our own State programs within our own communities. 

Senator ELLenper. And the association itself is maintained by 
subscriptions, is it? 

Mr. Larsen. By the States and by individuals. And not all of 
them, because some of them do not have the funds available. 


STATE FUNDS 


Senator E.LLtenpver. Do the States appropriate money for that 
purpose? 

Mr. Larsen. Yes, sir. 

The expenditure in my State, speaking for Colorado, is approved 
by the Governor. He knows that the State pays $50 to this fund. 

Senator ELLeENpDER. What is your budget? 

Mr. Larsen. For Colorado? 

Senator ELLenper. I mean for the national association? 

Mr. Larsen. It is whatever amount we get from those subscriptions. 

I wish to say, Senator Ellender, that we are here today at our own 
individual expense. 

Senator ELLenper. | understand. 

But the association is maintained throughout the Nation from 
voluntary subscriptions made by the States and others? 

Mr. Larsen. Not by others, no, sir. 
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Senator ELLeNpER. Just by the States? 

Mr. Larsen. Just by the States, and Territories and possessions, 
and not private individuals. 

Senator E.ttenper. Thank you. 

Senator Tuyr. Mr. Larsen, who appointed you? 

Mr. Larsen. Gov. Dan Thorton appointed me when he was elec- 
ted to office. 

Senator Ture. Who pays your salary direct? 

Mr. Larsen. The State of Colorado. 

Senator Tuy. So that you are paid as the director of civil defense 
in the State of Colorado? 

Mr. Larsen. Yes, sir. 

Senator Toye. But your national association has elected you as its 
national president? 

Mr. Larsen. Yes, sir; without compensation, I might say, but 
with an awful lot of work trying to improve our program through 
mutual exchange of information, and so on. 

Senator Torr. But your activities in your State are supported by 
a State appropriation, are they? 

Mr. Larsen. Absolutely. 


FEDERAL CONTRIBUTION 


Senator Toyz. Do you get any Federal contribution? 

Mr. Larsen. None whatever; that is in the way of compensation. 

Senator Tuyn. I mean as director of civilian defense in Colorado; 
is that paid for by the State of Colorado, or do you receive any alloca- 
tions from the Federal Government to maintain you director of civil 
defense in the State of Colorado? 

Mr. Larsen. My pay and all personal salaries and so on, are paid 
by the State. There is no provision for the payment of personal 
compensation in the Federal civil defense budget. That is one of the 
provisions. And none has been paid to any individual of the State. 
None has been paid to anyone outside of the Federal civil defense 
administration. 

Senator Toyz. How many do-you have assisting you in that civil 
defense activity on a local basis? 

Mr. Larsen. In my State staff I have six. I cannot say for 
counties and cities throughout the State. I would say this, that the 
vast majority of them are volunteers giving their time. 

Senator Tuyr. How much does the State of Colorado appropriate 
annually for their civil defense activities? 

Mr. Larsen. This past year they appropriated $40,000 for 1 year, 
appropriations for administration of the State civil defense agency. 

I might say that following the cut by Congress last year, our legis- 
lature cut mine from $60,000 to $40,000, and I feel sure in my own 
mind that it was a direct result of the cut which Congress made in the 
request for appropriations py the Federal Civil Defense Administra- 
tion and the President. 


MATCHING FUNDS 


Senator Haypen. How much money does Colorado receive from 
the United States by way of matching funds? 
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Mr. Larsen. Colorado has not appropriated any money for 
matching funds by the Federal Government, but it has been con- 
sidered by me and approved by the Government, so important, so 
vital, that we should have some small stockpile of medical supplies 
that I have reduced my operating budget, administrative budget, to 
the extent that the barest minimum I can in order to make some of 
that administrative funds and appropriations available to match 
with the Federal Government. 

Senator Haypen. How much matching was actually done? 

Mr. Larsen. The first year, out of $40,000 I had for 6 months’ time, 
I took $20,000 and matched with the Federal Government, with 
$20,000 of Federal funds to stockpile $40,000 worth of medical supplies. 

Now, we are a small State, not very wealthy, and we can’t do the 
big things that other States can do. But it is vital, this medical 
stockpiling. 

I might say that it is so difficult to get these medical supplies through 
every source that is available to FCDA that we are still getting some 
of those deliveries that were ordered in May of 1951. That is how long 
this pipeline is, which we must keep filled. It is vital. 


MEDICAL STOCKPILES 


Our manufacturing processes are so limited, the stockpiles in med- 
ical manufacturers’ warehouses and in drugstores and so on are so 
small. They do not operate that way. It is all a very current and 
fluid movement of those supplies. 

Senator ELLENDER. What size stockpile does Colorado have now? 
Do you know what it is? 

Mr. Larsen. On the State level we have approximately $30,000 
worth of medical supplies of the $40,000 which were ordered in May 
1951. We figure that for the city ‘of Denver , with one bomb the 
amount of medical supplies required within the first 4 or 5 days, of 
critical supplies, for immediate first aid treatment, would be 200 
boxcars, railroad boxcars of emergency medical supplies. This is 
important. 

Senator Toye. Where do you keep those supplies, Mr. Larsen? 

Mr. Larsen. Those things that deteriorate, we keep in storage 
places well outside of the expected target area of Denver, well outside, 
where they will not be destroyed. ‘These things which deteriorate, 
and they are very limited on that, we are putting in hospitals outside 
of the target area, where we made arrangements for rotation with their 
regular supplies. 

So we know we have on hand in those hospitals usable material 
when called upon. 

Senator Tuyr. Thank you. 

You may proceed with your statement, sir. 

Mr. Larsen. In view of the enormous expenditures for military 
purposes and for foreign economic and military assistance, we are 
convinced that the President and Congress feel that war is a serious 
possibility. 

It is clear that great emphasis has been placed on military prepara- 
tion and direct aid to our allies. It is equally clear that very little 
emphasis or support has been given to preparing our civilian population 
for what might happen to them 
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It is this imbalance of emphasis which we wish to stress here. 
Kither civil defense is a vital part of our national defense program or 
millions of volunters are wasting their time. 

Our cities must be prepared to recover from the shock of enemy 
attack; no city is now able to recover without the help of other cities, 
other States, and the Nation. All this requires money. ‘The States 
and cities are doing their part, or more than their part, since they 
have already spent more than twice as much money as the Federal 
Government for civil defense. 


REQUEST FOR FUNDS 


This is an appeal to the United States Senate to restore $87,300,000 
in funds which were cut by the House from the President’s civil 
defense budget of $125 million. 

Last month this committee presented statements to the House 
Appropriations Committee. We said then, and we say now, that 
unless Congress gives the Federal Civil Defense Administration 
more money than it has in the past, civil defense will die in our 
States and municipalities. If the States and cities follow the example 
of the House and reduce their financial support of civil defense by 
75 percent, there will be no civil defense worthy of the name in Americs 
by the end of the fiscal year. 

The Federal Civil Defense Administration is more than just another 
Federal agency; it is the staff which is guiding the organization and 
training of leaels 1 million people, probab ly the largest organization 
for governmental coordination in the country, which will ulitmate ly 
reach 17 million volunteers. 

The performance of the Federal Civil Defense Administration in 
the Waco disaster, at Worcester, as Senator Saltonstall knows, I am 
sure, and in the Louisiana disaster, as I am sure Senator Ellender 
knows, and in the Montana floods, as | am sure Senator Thye knows— 
wherever called upen under Public Law 875, the FCDA has been 
most helpful to the States. FCD.A’s ability to meet disaster relief 
activities must not be curtailed. 

This year’s FCDA budget of $125 million is the minimum amount 
considered fully justified by the President. ‘Therefore, we feel that 
the House and the conferees of both Houses should have a chance to 
take a second look at the President’s proposal. Approval of the full 
amount by the Senate will be weleomed by State and local civil- 
defense directors throughout the country. It will give civil defense 
a badly needed shot in the arm. And I might state, parenthetically, 
Mr. Chairman, that this statement was pre pared jointly by our full 
executive committee and does express the view of all of our State 
directors. 

Eight of the members of your committee have served as governors. 
Many of you have served in State legislatures. Our governors and 
State legislatures take their cues on any national problem from what 
Congress does. Local legislative leaders and mayors and county 
executives are influenced, in turn, by what happens at the State capitol. 
If local officials are not sold on civil defense, one of the reasons is that 
they have followed the leadership of Congress. The result has been 
that State and local civil-defense appropriations have been severely cut. 
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STATE LEGISLATURES FOLLOWING CONGRESSIONAL LEAD 


This tendency of State legislatures to follow Congress’ lead was 
evident in 1951. State and local governments were appropriating 
substantial funds for civil defense up until March 1951, when Congress 
drastically reduced FCDA’s initial appropriation request as recom- 
mended by the President. Twenty-eight State legislatures were in 
session then. It was budget-making time in most city halls. Soon 
after, State and local appropriations started to dry up. The drying-up 
process was obviously accelerated when Congress again cut FCDA’s 
budget for fiscal 1952 and 1953. Another cut will leave but a skeleton 
of civil defense throughout the country. 

That is the challenge before the Senate. I reemphasize that con- 
tinued cutting of FCDA’s appropriation—and this would be the third 
time it has happened—will lead many State legislatures and local 
councilmen, as well as governors and mayors, to assume that civil 
defense is not important, that there is no threat to our national safety. 
Local appropriations will be cut and their civil defense agencies will 
become skeleton forces and standby organizations. Such a situation 
would be deplorable in case of atomic attack and a serious mistake if 
civil-defense forces should be needed in case of natural disasters or 
catastrophies such as tornadoes, fires, floods, e»rthquakes, or explo- 
sions. Our States and cities have experienced all of these calamities 
this year. 

Gentlemen, we come to you from the grass roots. We must have 
assurance from this committee, as well as renewed assurance from this 
administration, that civil defense is, as the President has said, 
sheer necessity.”’ 


RESPONSIBILITY OF FEDERAL GOVERNMENT 


The Constitution of the United States places the responsibility for 
national defense upon the Federal Government. 

Public Law 920 of the 8lst Congress assigns certain responsibilities 
to FCDA including the furnishing of guidance and contributions to 
encourage State and local partic ipation. That is why we urge you to 
support the President’s budget of $125 million. 

There are two items in the budget in which the States are especially 
interested; (1) the medical-supply program; and (2) the Federal 
contributions or matching program. The House Appropriations 
Committee has recommended severe cuts in both items. The appro- 
priation for medical supplies has been cut some $80 million and the 
item for matching State money for civil defense rescue, attack warning, 
and other equipment has been cut approximately $414 million. 

May I enlarge on these items: 


MEDICAL SUPPLY PROGRAM 


According to our information, the President’s budget called for the 
Federal Government backing up States and cities with enough medical 
supplies to take care eventually of 5 million people for 3 weeks. 1 am 
told that the House Appropriations cut will result in our being able to 
take care of only 2 million casualties for less than 1 week rather than 
the number contemplated. Thus the responsibility is yours. Medical 
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authorities have told us that we cannot do it through normal stocks 
and wholesale medical supply warehouses and, obviously, we can’t 
do it through the local drug store. 

Senator Fereuson. At the present time do you know how many 
people they could administer to with the drugs? 

Mr. Larsen. At this moment? 

Senator Fercuson. Yes. 

Mr. Larsen. Do you mean in Federal and State stockpiles, Mr. 
Chairman? 

Mr. Cuamsers. It is approximately 2 million casualties for 1 week, 
Mr. Chairman, although some of the stocks may not be in proper 
balance. There are certain items that do not round out the program. 

Senator Frercuson. Why were they not put in proper balance in 
the money already spent? 

Mr. CuamBers. The lack of balance results primarily from diffi- 
culty in obtaining blood derivatives and from the need to purchase 
improvised hospital equipment. Moving through the first phases of 
the program, we tried to take first things first, and consequently, 
with relationship to our total program, we do not have truly balanced 
stocks. 

The shortages are not in the form of severe deficiencies, except for 
hospital equipment, but the procurement program has not come 
along exactly equally in all items. We simply did not have sufficient 
funds for all purposes. 

Senator Ferauson. Why did we not spend the funds to keep it in 
balance? 

Mr. CuampBers. We are moving, Senator, from the acquisition of 
the first-aid type of supplies, which was the highest priority we set, 
along with blood plasma. 

Senator Fercuson. How long can you keep the blood plasma? 

Mr. Cuampbers. It can be kept indefinitely. Some might have to 
be reprocessed in 5 years. 


DISCONTINUANCE OF USE OF BLOOD PLASMA 


Senator Frereuson. Are they not going to do away with blood 
plasma? 

Mr. Cuambers. Yes, sir; to some extent. 

Senator Frrcuson. Is there not a program that it will not be used 
at all? 

Mr. Cuampers. Within the last 3 or 4 months—Mr. Chairman, 
I am sorry, I did not see Dr. Kiefer here. He is in charge of this 
program for us, and | am certain he is a more competent witness than I. 

Dr. Kirrer. Your question, sir, is whether plasma will no longer 
be necessary? 

Senator Fercuson. Yes. 

Dr. Kierer. No, sir; that is not strictly true. We will need a 
smaller percentage of plasma than we had needed previously, because 
of the recent development of certain so-called plasma expanders, 
which will replace plasma to a certain extent. However, for some 
purposes—and again I go back to the figure of 60 percent of our 
casualties being burned—plasma will still be necessary until such time 
as we will be able to get whole blood. We know we will not be able 
to get whole blood in sufficient quantities during the period we need 
it, and therefore we will also require plasma. 
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Senator’FerGuson. How much plasma do you have now? 

Dr. Krerer. Approximately 1,300,000 units on procurement. The 
last figure on deliveries is between 700,000 and 800,000 units. I can 
get the exact figures for you, sir. 

Senator Ferauson. How many medical people do you have to take 
care of 5 million casualties at one time? 

Dr. Krerrer. It can be done, sir, but it cannot be stretched any 
further than that. I am talking only about minimum care, not about 
maximum care, of course. 

Senator FerGuson. Any care, for that matter, with 5 million people 
injured, where are your medical men to take care of them? 

Dr. Krerer. To begin with, we have approximately 200,000 physi- 
cians in the country. We have taken the total number of physicians 
who are in or nearby critical target areas. We have reduced that by 
a factor of the number of physicians who we think will themselves 
become casualties, and then we applied to the balance our estimate of 
the number of physicians necessary to take care of the casualties that 
will oceur. 

We came up with a figure, via this mathematical process, that 
indicates we can give mmimum care to approximately 5 million 
casualties. It will not be the kind of care that Americans are used 
to during peacetime, but we are going to save a good many lives. 


USE OF FIRST AID PEOPLE 


Senator Frercuson. Do you not get first-aid people rather than 
relying on physicians. 

Dr. Krerer. Y es, sir; we are planning on that. 

Most of the physicians i in the first-aid stations wil) be used only in 
a supervisory capacity to tell the first-aid worker what to do and to 
see that it 1s done properly. The physician will not have time to 
take care of more than a very few people who need things done that 
only a physician can do. 

We also are planning on extending professional service through 
the use of other professional groups—veterinarians, dentists, nurses, 
and so on—and through the training of first-aid people. 

Senator Feravson. How much do you have in for warehouses? 

Dr. Kierer. I cannot answer that. 

Mr. Cuambenrs. I believe, sir, that in the Governor’s prepared 
statement, if I may check on that, we need $1,800,000 as I recall. 
The Governor’s statement reads as follows: 

To properly store and maintain what we now have and what is under contract 
requires $1,235,000. The addition of the $20 million for emergency supplies and 
equipment approved by the House increased this requirement to $1,595,000. 

And if the Senate restored the amount we requested in our budget, we will need 
$1,801,000. 

I might say, sir, that I believe you recall, Senator Ferguson, in the 
reduction in the operations appropriation, the Senate had restored 
sufficient funds to permit us to rent the warehouses to house the 
already funded stockpile. 

When in conference they accepted the House figure, this left us with 
not enough funds to go out at the start of the fiscal year and to lease 
the warehouses to take care of those stocks coming in. 
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We had to hold off until near the end of the fiscal year 1953 and 
that accounts in substantial part for the fact that we have not expended 
the funds given us, because deliveries have not been completed. 
They are rolling now, however, toward those warehouses. 

Senator FErcuson. You may proceed, sir. 

Mr. Larsen. Mr. Chairman, I am pointing my remarks more 
particularly to the effect of the Federal civil-defense appropriations 
and its proposed cuts or suggested cuts on the State programs. 

I might say, in reply to your first question, about the lack of balance 
in the ordering of medical supplies, that the orders were placed in 
balance, and it is only because of the impossibility of getting deliveries 
continuously in accordance with that balance that they are not now 
in full balance. But the orders were placed properly. 


DISTRIBUTION OF MEDICAL PERSONNEL 


Also, on a local level we are distributing the available medical per- 
sonnel to mergency hospitals and first-aid stations, and so on, just-as 
thinly as is necessary and then augmenting with first-aid people, 
veterinarians, dentists, and so on, and the facilities of personnel will 
not be up to the normal standards. 

Continuing with the statement, Mr. Chairman: There will be no 
medical pipeline available or backup supplies unless the Federal 
Government does it through the proposed appropriations to FCDA. 
This whole subject is out of the realm of controversy as far as the 
medical experts go. Defense Department doctors and medical 
authorities in the United States Public Health Service and the Ameri- 
can Medival Association all believe this program is necessary. In 
fact, the American Medical Association is on record by unanimous 
resolution publicly favoring it. This is in itself unusual. 

All States are concerned about this matter. The bulk of the 
casualties will be in the more populated States where the great 
cities are located. 

Necessary hospital supplies and equipment which are needed by 
States and cities will not be available unless the appropriation is 
restored. 

We now estimate that the States and municipalities could match 
well in excess of the $14,300,000 in the President’s budget for this 
year. State and local funds already available under biennial or other 
previous appropriations run more than $12,500,000 or about $3 
million more than the figure voted by the House. 

Some $74 million worth of civil-defense supplies and equipment 
already have been or are being purchased by State and local govern- 
ments with matching funds. Without Federal sharing, this measure 
of readiness would not have been achieved. 


MATCHING PROGRAM 


The matching program represents a statesmanlike recognition of a 
Federal obligation for at least half of this element of national defense. 
Without the matching program, I believe it would have been 
impossible to establish civil defense in more than a very few com- 
munities. Federal funds are needed particularly for air-raid sirens, 
communications equipment, emergency field-type hospitals, first 
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aid station equipment, local medical stockpiles for use in the period 
before Federal stocks arrive, training and education equipment, tools 
and vehicles for rescue, and engineering supplies such as portable 
pipe, pumps, generators, chlorinators, and many other items which 
are not generally available in normal peacetime stocks. 

Federal Civil Defense Administration estimates that the target 
cities have about 65 percent of necessary air-raid warning signals 
installed or on order. The new contributions approved by the House 
will heip these cities complete their coverage. There are many other 
smaller cities that do not meet the definition of target cities, but 
which are unquestionably vulnerable and would install warning sys- 
tems if help were offered. 

If Congress does not provide matching funds for rescue equipment, 
engineering supplies, and other civil-defense equipment, the States 
and cities can only conclude that our national leaders see little further 
need for increases in the inventories of rescue tools and water-supply 
equipment. 

RESTORATION OF FUNDS 


We urge you to restore the full amount of the Federal Civil Defense 
Administration request for matching funds and to place no limitation 
on the use of the funds except that they be spent for necessary 
approved civil defense organizational and training items which are 
not normally required by the local governments or which are in excess 
of normal requirements. 


EFFECT OF APPROPRIATION CUT ON STATES 


Before closing I would like to give you some facts on the effect of 
another appropriation cut on our States and cities together with an 
outline of what some of our governors and mayors think of the need 
for full Federal support. 

In the wake of the last congressional cut, civil defense was prac- 
tically abolished in Kansas. W hile over $1 million was appropriated 
early in 1951 nothing was appropriated by the present biennial 
session of the Kansas legislature. 

2. Civil defense was put on a standby basis in Idaho and Montana. 

3. Civil defense is financed only by nominal appropriations in such 
coastal States as Florida, South Carolina, and Mississippi. 

4. On the first 24 State legislatures adopting budgets this year, 19 
reduced their civil-defense appropriations. 

Now I would like to say a word about the cities. 

The United States conference of mayors in a memorandum pre- 
sented at a conference at the White House March 31, 1953, had this 
to say: 

Civil defense, involving Federal, State, and cit sharing costs, is directed almost 
entirely to the urban centers. Our large city industrial areas, the centers of pro- 
duction, would be the prime targets in case of any enemy attack. Yet the prog- 
ress of this important phase of military preparedness and national defense has 
been stymied for several years through lack of adequate Federal appropriations. 
To date, the Congress has not taken civil defense seriously, and it has failed to 
make available such funds as are recognized to be necessary if we are to be even 
partially prepared. If Congress does not take civil-defense seriously, it is logical 
that State and city officials should not take it too seriously. 
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RESOLUTION OF AMA 


The American Municipal Association adopted the following reso- 
lution: 


Be it resolved, That the American Municipal Association hereby reaffirms its 
position on civil defense and expresses its grave disappointment over the failure 
of Congress to recognize that civil defense of the cities is a vital part of national 
defense, which failure has resulted in the lack of adequate financial support to 
meet even the minimum needs of the cities for supplies, communications equip- 
ment, and shelters, 


QUOTATION OF GOVERNORS 


In addition, I call your attention to what the governors of two of 
our States have to say: 
Governor Warren of California writes as follows: 


The present tendency of passing responsibility for civil defense from Federal to 
State to local jurisdictions should be stopped. Civil defense is a joint responsi- 
bility of all levels of government, and each level must assume its proper responsi- 
bility if we are to have a fair and acceptable national program. I feel that the 
Federal Government thus far, with its numerous vitally interested agencies, has 
set a very poor example in this respect. Positive action by Federal agencies and 
not fair words are the first necessary step in a revitalized effort. 


I quote Gov. Dan Thornton of Colorado as follows: 


The people of the United States look to their leaders in the National Capital 
for guidance in matters considered to be of national importance. With respect 
to the national civil-defense program, action has been of a routine nature. In 
each instance of budget requests a far lesser amount has been appropriated than 
requested by the Federal Civil Defense Administration. Wide publicity has 
been given each reduction of the FCDA budget request with emphasis being 
placed only upon the fact that the FCDA has been granted a lesser amount than 
it had requested. 

If the civil-defense program is to succeed, the importance of civil defense 
must be stressed continuously by national leaders and the people must not be 
led to believe that budget cuts reflect the lack of importance of the civil-defense 
program. 

In Colorado our State legislature has patterned its action on the State civil- 
defense budget to that taken by the Congress even though the amounts requested 
represented the absolute minimum essential to maintain an active program. 

The Federal Government has the obligation to demonstrate positive and effec- 
tive leadership in this vital program by recognizing the importance of civil defense 
as a coequal partner in our national defense. To this end adequate Federal 
eee are necessary to place civil defense in balance with our military 

efense, 


That these governors represent the convictions of all the governors 
is attested by a resolution adopted unanimously by the Governors’ 
Conference “urging upon the Congress and the States the necessity 
for adequate civil defense.” 

Finally, I would conclude my remarks with the statement that the 
Governors’ Conference and the Council of State Governments have 
repeatedly reaffirmed their desire for an adequate, all-inclusive, coop- 
erative, strong civil-defense program. 

The public judges the importance or necessity locally for civil defense 
by the actions of Congress. When only a few millions are appro- 
priated for civil defense and many billions for military defense and 
foreign aid, then our State and local citizens and legislators can only 
believe that our national leaders do not consider civil defense very 
important. While Congress need not appropriate excessively large 
sums for civil defense, it should give civil defense a greater share than 
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one-tenth of 1 percent of military defense spending. Either we have 
misjudged the world situation entirely and are making unnecessarily 
large appropriations for our military forces, or we are making a more 
serious error in appropriating sums that are completely inadequate for 
civil defense. Since most people do agree that under present world 
conditions we are forced to spend huge sums for military preparations 
then we must place civil-defense appropriations in balance with 
necessary expenditures. 

Senator Fercuson. I understand you have with you Standish Hall, 
of Kansas? 

Mr. Lersen. Yes, sir. 

Senator Fmrauson. Does Mr. Hall have a statement? 


STATEMENT OF STANDISH HALL, STATE DIRECTOR FOR CIVIL 
DEFENSE, STATE OF KANSAS 


GENERAL STATEMENT 


Mr. Hauu. I have a very brief statement, Senator Ferguson. 

It seems to me that our approach to this civil-defense problem has 
been wrong all the way through. In other words, we thought of 
civil defense as a sort of auxiliary or an adjunct or a stepbrother to our 
major defense program. 

That might have been true in World War I, and it might have been 
true in World War Il. 1am convinced that it is not going to be true 
in world war III. 

Civil defense is going to be a major factor because civilians are 
going to be under attack, and civilian morale and civilian production 
is going to be vital to our winning of world war III, and if we do not 
protect our civilians by training, we can well lose world war III; 
because without civilian backing our Armed Forces will be of no avail. 

I believe in military preparedness. I am a Reserve officer and | 
have a son who is getting jet fighter pilot training now. 

But I believe, too, in the necessity for the training and preparedness 
of our civilians. We are wholly unprepared at the moment. 


WICHITA, KANS., CASE CITED 


In Wichita, a city of 200,000 people, we have 3,000 fires a year. 
We have firefighting equipment to take care of 3,000 fires a year. 
We could have 3,000 fires in 1 night, and we would be hopelessly 
helpless. 

We have six hospitals in Wichita, all of them now full. We are 
trying to build additions to those hospitals; we are raising funds for 
that purpose now. All of those hospitals are full with our normal 
requirements. If we had 50,000 casualties in Wichita, the situation 
would be chaotic. We are not ready now. 

Civilians will be attacked; civilians must be organized and trained. 
Civil defense is a fine: program; it is an unselfish program; 20,000 

eople in Kansas are serving in this program without compensation; 
am serving without compensation. 

Senator Frreuson. What is your position in Kansas? 

Mr. Hatt. I am State director for civil defense in Kansas, Senator. 
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The Federal Government is, of course, responsible for our national 
defense. Civil defense is a major factor for national defense; it 
certainly will be in World War III. There is no question about it. 

Organizing and training civilians is just as important as training 
and organizing the military. We must recognize this weakness in 
our present defense program. 

Thank you very much. 

Senator Ferauson. Mr. Preston Lee, of Delaware. 

Are you the State director of that State? 

Mr. Ler. I am State director of Delaware and vice president of the 
National Association of State Directors of Civil Defense. 

Senator Ferauson. Have you a written statement? 

Mr. Ler. | have just notes. 

Senator Ferauson. If any of you, Mr. Edwards or Mr. Hesketh, 
or Mr. Wilkins, have a written statement, we will be glad to have you 
put it in the record. If you do not, we will hear you at 3 o’clock when 
we take this matter up again. 

Mr. Larsen. None of them have written statements, Mr. Chairman. 
We appreciate your courtesy, and we wil! be here at 3 o’clock. 

Senator Frercuson. The committee will now recess to reconvene 
at 3’clock. 

(Whereupon, at 12:30 p. m., the hearing was recessed to reconvene 
at 3 p. m. the same day.) 


AFTER RECESS 


STATEMENT OF PRESTON LEE, CIVIL DEFENSE DIRECTOR OF THE 
STATE OF DELAWARE, AND VICE PRESIDENT OF THE NATIONAL 
ASSOCIATION OF STATE DIRECTORS 


GENERAL STATEMENT 


Senator Ferauson. The committee will come to order. 

I think we have a Statement from Mr. Preston Lee of Delaware. 

Mr. Lee. I am the director of civil defense of Delaware and the 
vice president of the National Association of State Directors of Civil 
Defense. We are here to support the budget of the Federal Civil 
Defense Administration, and I feel that in any investigation great 
weight is placed upon the caliber of those giving testimony. 

| would like to recommend to you the list of persons who are 
serving as State directors of civil defense in the United States today. 
You will find retired admirals, generals, colonels, all of whom have 
had distinguished military service, such as Lieutenant General Larsen, 
who is Executive Chief of Staff of the Marine Corps; General Heubner, 
who is well known to all of you, the director of civil defense of New 
York; and the director of Connecticut, General Hesketh. 

You will find men who have distinguished themselves in business 
such as Standish Hall who has already testified, director of civil de- 
fense of Kansas, and the director of civil detense of the State of New 
Jersey, Leonard Drifus, and others. Many of these men have been 
drafted for the jobs and have agreed to carry on until the program is 
well established. There are others whose records are similar to my 
own who have had confidence shown in their ability by being reap- 
pointed by a governor of a political faith different from that of the 
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governor who initially appointed him and confirmed by a Senate of 
different political faith ‘that confirmed the initial appointment. We 
are not jobseekers who have been rewarded for political activity and 
are not here today to protect our employment. 

I would also, as the question has ariser on the activity within the 
States, like to give a brief résumé of the activities of civil defense of 
the State of Delaware. During the last biennium, which ended June 
30, 1953, we have had an appropriation of $325,000. For the bi- 
ennium starting July 1, 1953, we have an appropriation of $167,000. 


STATE CONTROL CENTER 


What we have done so far is that we have established our State 
control center which is the nucleus of the civil-defense organization. 
We have a control center in the State of Delaware which has over 
5,000 square feet of floorspace. It is encased with 9 feet of concrete 
with 15 feet of dirt on top of that. We have space for our control- 
center communications equipment, radio equipment which is capable 
of contacting the counties within our State and contacting all of the 
nearby States within our region and outside of our region. In addi- 
tion to that we have space designated for the Governor and his staff. 
We have living quarters for the entire communication-center person- 
nel and living quarters for the Governor and his staff within this 
control center. . 

Our communications, in addition to that which is in the control 
center, we have established a complete statewide fire-communication 
network at a cost to the Government to the matching program of 
$14,000, which resulted in the fire companies themselves spending 
over $100,000 to complete this communications system. 


WARNING SYSTEM 


We have a statewide attack-warning system which is radio con- 
trolled, whereby we can push one button within the S!ate and set off 
any siren within the State by radio. We have purchased medical 
supplies and have them in storage for 53 first-aid stations within the 
State which is capable of taking care of 53,000 people, which would 
be the maximum number of casualties we are planning for in the State 
of Delaware. 

We have four of the rescue trucks which were discussed this morning. 
Prior to purchasing these rescue trucks, we made a thorough survey of 
the equipment within the State of Delaware, particularly that owned 
by the State highway department which was also discussed this morn- 
ing. We found that the State highway department did have certain 
equipment which could be used for rescue, but it was not located in 
strategic places. It was scattered throughout the State. 

It would take a considerable amount of time to gather this equip- 
ment together to be able to use for rescue in the event of disaster. 
We found the 4 rescue trucks, or it was our determination that the 4 
trucks which we had purchased would be sufficient to get in and start 
the job of rescue operations until the other rescue equipment which 
is within our State could be gathered and made available for that 
purpose. 

Thank you very much. 
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Senator Fercuson. That is a very clear presentation. I think 
you must have an outstanding setup in Delaware. You have done 
a great amount of work. 


COOPERATION WITH FEDERAL ORGANIZATION 


Senator Dworsuak. Did you do that on your planning or was that 
the result of any inspiration you received from the offices in Wash- 
ington? 

Mr. Ler. We have worked very closely with the civil defense 
organization in Washington ever since it was under the National 
Security Resources Board starting back in 1950. The large percentage 
of our guidance coming into the State was through the old relief work 
and the efforts of the Federal Civil Defense Organization and its 
precedessor organization. 

Senator Dworsuak. Do you think other than States contiguous 
to yourself have adopted similar programs? 

Mr. Lee. Yes. We have mutual-aid agreements with many 
of the States. We do not enter into agreements unless we know 
their plan is similar to that which we are working on. 

Senator Ropertson. I wish to commend the work that the localities 
have done in Delaware. But I read in the press Sunday a statement 
in which the Vice President was quoted as saying he did not think 
we would have any war with Russia in the next 3 years. Would 
you care to express an opinion about that situation? 

Mr. Ler. | hope that the Vice President is right. I do not think 
anyone’s guess, regardless of his public or private office, is qualified 
to say when an attack will take place. I think most of the people 
in the United States today do feel that we are going to be attacked, 
and I think that is only a justification of past history of the United 
States. 

Senator Ferauson. Stanley Edwards of Wyoming. 


STATEMENT OF STANLEY EDWARDS, CIVIL DEFENSE DIVISION 
OF THE STATE OF WYOMING AND DIRECTOR OF THE NATIONAL 
ASSOCIATION OF CIVIL DEFENSE DIRECTORS 


GENERAL STATEMENT 


Mr. Epwarps. I am Deputy Director of Civil Defense in Wyoming 
and the administrator of the program. Iam also a vice president and 
member of the executive committee of the National Association of 
Civil Defense Directors. 

1 have come here to urge this committee, together with these other 
gentlemen, to give full consideration and full appropriation to this 
program as recommended by the President. We feel it is essential 
and as has been pointed out here this morning in testimony, many 
of the States, many of the local communities take their cue from the 
Federal Government. In other words, when the enormous cuts 
were made in the Federal civil defense appropriations of previous 
years, regardless of their justification, and I am not here to justify 
them or to speak against the previous action, we have found at the 
local level—and I speak not only for my own State but the States 
in the western region which I represent—we found that local political 
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bodies said that Congress does not think anything is going to happen 
that will warrant civil defense if they make these enormous cuts in 
the requested appropriation. 

It is true that the people are not informed. They do not know 
the basis of those cuts, but that is their feeling. We feel that the 
request is extremely modest to carry out the intent of the Federal 
Civil Defense Act which established the Federal Civil Defense Admin- 
istration and will permit that agency to give to the States the help 
that was intended by the Congress when the act was passed; namely, 
guidance in civil defense, coordination between States, public educa- 
tion, and sufficient research to present the facts to the people. 


REQUEST FOR FUNDS 


I want to urge this committee to give its full support to the Presi- 
dent’s request. Our State is similar to all of the rest in its operations, 
or nearly all. We utilize to the fullest extent all of our State agencies 
and departments in civil defense. 

For example, our director of health and medical services is the 
State director of public health. He does that as part of his normal 
duties. 

Our director of civil air mobilization is our State civil aeronautics 
director. In fact, in Wyoming we have 100 percent of all of the pri- 
vate airplanes enrolled in civil defense available. We use them in 
tests. They are privately owned and they are not inexpensive gadg- 
ets, I can assure you if you ever attempted to buy one. They are 
all enrolled and we use them all the time. We make maximum use 
of all of our agencies. 

Our major emergency communications system happens to be the 
law enforcement net of our State hi zhway patrol. It reaches into 
every county and every village of the State with mobile units in 
every patrol car, plus a big his rhway maintenance net. 

We have gotten no money from the Federal Government in any 
way in any matching funds to utilize that system which we already 
had and which cost the State over $200,000 to install. We make 
maximum use of our own local resources. 

I again want to urge you ladies and gentlemen to give full support 
to this program. It is hoped the leadership of this Congress be 
expressed affirmatively in civil defense. Our own people cannot 
understand why the current budget may call for approximately 
$34,000,000,000 for the armed services, but for civil defense to 
pre)are our own people to take care of themselves and save human 
lives, our neighbors and our relatives, we cannot understand why it 
should be less than one-tenth of the overall military budget. 

Mr. Larsen. The next witness is Gen. William Hesketh of Con- 
necticut. 

Senator DworsHak (presiding). The committee will be glad to 
hear from you. 
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STATEMENT OF WILLIAM HESKETH, CIVIL DEFENSE DIVISION OF 
THE STATE OF CONNECTICUT 


GENERAL STATEMENT 


Mr. Heskxern. I am the State director of Connecticut. We have 
been very conscious of civil defense in our State. The National 
Security Resources Board has defined the probable targets and we have 
perhaps the largest percentage of population, 62% percent of Connecti- 
cut’s 2,007,000 people living in critical target areas. 

I would like to go into this thing from the questions that were 
asked this morning. The question was asked about medical supplies. 
The first appropriation you made for civil defense other than the 
administrative headquarters back in 1951, and I took over just at the 
time civil defense was authorized in 1951, was for $20 million for 
matching funds for medical supplies. 

Now we analyzed this in great detail. We got the medical asso- 
ciations working as a result of what happened in Japan by the type of 
casualty. We had to come up with some sort of an egress of the 
Russian potentialities as to what we might suffer. Taking 2 2 of our 5 
target areas, we came up with a forty-four to forty-five thousand that 
might be. We inquired what would be required and how much was 
on hand. We checked with McKesson & Robins, Squibb’s, and the 
rest of these people. We found it varied from 8 to 11 percent. 


SHARE OF 1951 APPROPRIATION 


Your $20 million which was appropriated in 1951 at that time was 
divided by Federal civilian defense administrations on the basis of 
population in critical target areas. That gave us one-fifty-fifth of the 
of the annual appropriation of $360,000. The analysis of our require- 
ments came up to $600,000 that would be required to stock 200 first- 
aid stations. Half of that was Federal money. 

We turned $60,000 back or did not use it. It was offered to us by 
FCDA. That went into the Federal stockpile as authorized by you 
people. When that came to us it came to us in wholesale packages. 
We got a group of volunteer women together. The question was 
asked, Are we using the Red Cross? In the armory in New Haven 
all of these are put up in the deep freeze type of packages. The anti- 
biotics, perishable drugs were placed in the State institutions with the 
requirement that if they had 100 bottles, as they needed 10 bottles 
they bought 10, put that in, took the oldest 10 out. Those supplies 
will still be intact 20 years from now and capable of being used. The 
only chance of waste is when a drug becomes obsolete. 

W know every once in a while penicillin is substituted by some- 
thine else. All these supplies are n ow packaged into 4 crates weigh- 
in¢ from 55 to 60 pounds eac ‘h. Each four crates constitutes one first 


aid supply station. They are hon ated in State properties outside of 
critical target areas. They are fixed so they can support any part 
of the area. That was all we got in that first part of the appropria- 


tio». We made an anlysis of our fire requirements. 

Mr. Hall, of Kansas, has just exvlained to you how many fires 
they had in a year. We would have all those in one day as a result 
of a bomb. When the Federal funds were authorized for fire fighting 





THE SUPPLEMENTAL APPROPRIATION BILL, 1954 189 


equipment, one insistence we made on the State was that no town 
could match these funds. We did not match that with State funds 
but with the town funds. 


FIRE EQUIPMENI 


No town would I authorize a piece of fire equioment for unless 
they already had the minimum prescribed by the National Fire 
Underwriters Board to meet the insurance requirements. In other 
words, we are not going to use Federal fuads for what a town would 
have to buy anyway. This was over and above. As a matter of 
fact, the town of Stamford, Conn., had already purchased four before 
Federal money became available. 

Senator Knowland introduced a bill in the House to make the ap- 
propriations retroactive. They did not. Of the money we have had 
to date, we bought 15 fire pumpers in the State. The money has been 
appropriated by 11 more towns. They surround the critical target 
areas. The Federal price is $11,000. It is about $500 for the town. 


RESCUE TRUCKS 


We spoke about rescue trucks. The rescue trucks and the rubble 
clearance is something entirely different. Here in our State we are 
using the State agencies. The highway commissioner is the engi- 
neering officer responsible for the maintenance of roads and bridges 
in peacetime. He is responsible for the clearance and rebuilding in 
case of atomic attack. He has the list of all the contractors in the 
State with bulldozers, steam shovels, and other equipment to do this 
work which are all signed up. 

The rescue trucks themselves are individual items to get individuals 
out of wrecked buildings. A job done in the larger cities by the fire 
departments, that is. But the job of civil defense is a great expansion 
of the fire department job. The towns have to put up half of that 
money. So that equipment is not left stranded and not cared for 
because in the small towns they are watching very closely where every 
dollar goes. They want to see how it is maintained. 

Before FCDA set up the rescue school which they maintain at Olney, 
in the State of New York, at a cost of $200,000, it set up a school of its 
own in Albany. Connecticut could not afford that much for a rescue 
school, so by interstate compact | made an agreement with them to 
send my students to their school, merely paying their board and 
transportation, which worked out, This was something that should 
have been done on the national level ahead of time, but it has been 
done since. 

Since that time we have had 18 field rescue team captains who are 
organized, The teams are made up of people who need only a limited 
amount of coordinated training. They are riggers, tunnelers, car- 
penters, and cutters who can cut beams. We have set up a small 
school because not many people can spare that time. 

At the present time we have headquarters for 16 more of those 
trucks for the towns to be bought on the 50 percent basis. 

Senator ELLENDER. You say you have four now? 

Mr. Heskeru. | actually have eight on order. 

Senator ELLENDER. You have four delivered? 








190 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


Mr. Hesxkeru. I would not be sure. 

Senator ELLenper. Who is in charge of thea? Have you a paid 
worker in charge of them or where do you keep them? 

Mr. Heskeru. Some of them are kept in private garages which 
have been authorized. The citizens have volunteered that space for 
them. ‘There is a city employee in charge of them. The city has paid 
half of the money or the town has. hey are used in the training. 
We have drills about every 3 weeks. There is one town putting on a 
demonstration all the time. 


ALARM SYSTEM 


Senator ELLENDER. Have you an alarm system in any of your cities? 

Mr. Heskxers. Yes. I was coming to that. 

Senator ELLENpDER. Why can’t you use the alarm systems of the 
fire department? 

Mr. Heskxetu. They are not adequate in all cases. They do not 
cover the city completely. That is about complete in the State of 
Connecticut. You authorized funds for only what was defined as 
critical target areas. That has caused quite a bone of contention 
because the definition of a critical target area is an industrial city that 
employs 40,000 industrial workers. 

The city of New London does not meet that requirement. It has 
only about 25,000. It is the Electric Boat headquarters where your 
submarines are being built. Your atomic submarine is being built 
there. It faces the open sea. It is subject to attack from guided 
missiles. They say if the Federal Government does not consider us a 
critical area, why should we do anything about civil defense? I believe 
they should have been authorized matching funds. 


AUXILIARY POLICE 


A great many functions are carried on in the cities and in the States. 
We are not asking for Federal funds at all for them. As of July 7 
there were 1,107 auxiliary police. The State uniforms these men. 
They were given an 83-hour course by the State police. There are 
no matching funds for that. We did not ask for them. 

There are better than 8,500 auxiliary police attached to local city 
police forces trained and uniformed by the city police departments. 
In the training of the auxiliaries for the fire department our goal has 
been to have enough auxiliary firemen to man the existing equipment 
on a 24-hour basis, 3 shifts, plus a few extras for sickness and absen- 
teeism. When we reach that goal we cannot go forward. 

As a result of this thing, 3 weeks ago Sunday we conducted an all- 
day test. With 105 different fire pumpers, we assumed the University 
of Connecticut had fires raging. In this problem we assumed city 
water was shut off. You cannot use city water; you have got to 
pump from the reservoirs and streams. It takes 5 pumpers to pump 
1 mile. The Federal Government has bought 10 miles of this 8-inch 
water pipe with some 1,500-gallon-per-minute pumpers stored in 
Connecticut. 

This was to demonstrate how much that could help by merely 
laying this other pipe along the line, and the fire pumpers would be 
available to fight the fires instead of relaying the water. As a result 
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of that the fire chiefs now want a test conducted in August which 
we are going to do, using this 10 miles of pipe. I say this calls for no 
money except the additional purchase of the supplies. 

We appropriated one million one hundred some thousand dollars in 
1951. We have a biennium budget. That includes $300,000 for 
medical supplies. The appropriation expired on June 30, so 1 had 
to get it reappropriated. I got the balance back. I received this 
year for this biennium $750,000. That is approximately the same 
because that other group of medical supplies had been purchased and 
$100,000 for emergency hospital equipment. 

We talked about the number of people that will be injured. In the 
State of Connecticut we have about 7,300 beds in the existing hos- 
pitals. We have 3,522 doctors in the State. That is nowhere near 
enough to treat the thirty-two to forty-four thousand casualties I 
am speaking of. 

TRAINED POLICE AND FIREMEN 


The Red Cross has trained now better than 21,000, and this is 
exclusive of firemen and policemen who take the first-aid course, too. 
They are capable of rendering a lot of other treatment. All our 
trained nurses have taken a special 4-hour course in radiological 
diagnosis and treatment. 

Under your present budget you have nothing authorized for fire. 
You have nothing authorized for rescue equipment. There is nothing 
authorized there for radiological monitoring instruments, the Geiger 
counter. 

We have taken our food and drug group, 27 paid employees, and have 
trained them on how to use these instruments on testing the food to 
see whether it is fit for consumption following an attack. We have 
half of the State money appropriated to buy instruments. They have 
just now come up with a standard instrument we can use. They 
cost three-hundred-some-odd dollars. Now there is one costing, $115 
which is the result of 2 years of planning and training. We have 
about completed our air-raid siren. 

FCDA is probably justified in asking for that much money on a 
matching fund basis. We do still need more communications. We 
need these instruments and more rescue trucks. I would prefer 
this appropriation be made not divided into segments for this amount. 
Once you do that, if I do not need any more air-raid sirens, I cannot 
give that money to something else. 

Some other State has completed its medical situation and does not 
need supplies. Leave it up to the States themselves within the 
purview of FCDA controlling the plan so we can develop it that way. 
That was the way the appropriation came through last year, but it 
was by accident bécatthe your House and Senate at conferences did 
not agree on how the amount should be put together. It works very 
well. 

I would prefer to answer questions rather than drift along. 

Senator Broadax. Thank you for that fine statement. Lawr- 
ence Wilkinson, of New York is listed as the next witness. 
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STATEMENT OF HENRY L. LARSEN, CIVIL DEFENSE DIVISION, 
STATE OF COLORADO, PRESIDENT, NATIONAL ASSOCIATION 
OF STATE DIRECTORS 


GENERAL STATEMENT 


Mr. Larsen. I regret to say that Lawrence Wilkinson is on active 
duty at the Pentagon. He had to go there to keep some very im- 
portant engagements. We regret very much that he, as chairman of 
the New York Civil Defense Council, was not able to testify, but if 
you do not mind, I might read just a short extract which General 
Heubner, the director for the State of New York, made in his annual 
report. It might be rather pointed and cover in a sense what Larry 
Wilkinson might have given. 

The primary responsibility for civil defense under the Federal Civil Defense 
Act is vested in the individual States and their political subdivisions. Neverthe- 
less, it is apparent that this delegation of responsibility must be coupled with 
sound and aggressive leadership on the Federal level if full utilization of the 
Nation’s resources is to be obtained. For the first time in our national experience, 
the possibility of a sudden, widespread atomic-bomb attack on the United States, 
with its terrible consequences, makes imperative the closest possible integration 
and coordination of all our resources and capabilities for civil defense purposes. 

As every community in the State must actively participate in the common 
civil defense effort, so must every State in the Nation. That some States, like 
some local communities, may be less vulnerable to attack, cannot justify any 
relaxation of their civil defense effort. All the States individually and collectively 
must be prepared to withstand nationwide attack of disastrous proportions. 
Without determined and resolute action by the Federal Government, this-cannot 
be achieved. 

That is a quotation of General Heubner. 

Senator DworsHak. Does that complete your statement? 

Mr. Larsen. Might I say in summary 2 or 3 thoughts which have 
occurred to me which might in a sense answer some of the questions 
that were brought up this morning and even this afterroon. 


POSSIBLE ATTACK IN 8 TO 5 YEARS 


The statement was made that in quoting the Vice President of the 
United States he does not think we will have an attack within 3 years. 
We pray that he is right. If we do have an attack within 3 years, we 
better begin to get organized right now. 

I question right now that if we do have an attack within 3 years or 5 
years if we will be fully prepared then if we start now. This is an 
enormous program. We know from competent authority that the 
enemy does have bombs of disastrous proportions. We know that he 
has planes capable of carrying them to the United States, and we know 
that 100 planes today, with the bombs they can carry, will carry more 
potential destructive effect than all the planes of the British and 
American forces throughout World War II. 

The Air Force tells us that the best we can hope for is that we will 
be able to stop 3 out of 10 planes coming in. I would like to know, 
Mr. Chairman, how many does the Defense Department think they 
can stop today. I would like this committee—because it is very 
important—to ask the Secretary of Defense what his best views are 
in what the Air Force can do today. 
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We know there are 265,000 people enrolled as volunteer ground 
observers throughout a certain number of States designated that are 
standing watches around the clock 24 hours a day as volunteers 
without pay for our security back here. 

Are those people just kidding themselves or is it an important thing? 
If it isn’t important, let’s tell them to go back to their crops and their 
work. They are standing watch 24 hours a day. I do not believe 
today with the weakness in our radar system, the weakness even in 
our Ground Observer Corps, in our fighting force, despite our strong 
Strategic Air Command, that we can stop enough of these planes that 
might come in. Some think we will never have another war. 

A statement was made in quoting General LeMay that civil defense 
cannot stop an attack. General LeMay said that next to the Strategic 
Air Command we need a strong civil defense. Of course, he is in 
command of the Strategic Air Command. I am in civil defense. 
I think next to civil defense we need a strong Strategic Air Command. 


EFFECT OF STRONG CIVIL DEFENSE 


I believe that a strong civil defense will do more to prevent war 
even than a strong Strategic Air Command because the Communists 
are not fools. They will not initiate an attack which is doomed to 
failure. It will be doomed to failure if we have a strong civil defense 
setup. It will not be doomed to failure if we have no civil-defense 
program and the strongest strategic Air Force in the world. 

If we are hit, our cities are going to be knocked out. We need a 
lot of medical aid to preserve the lives of those who have been injured. 
Stockpiles of medical supplies and organization, I mean. With an 
atomic bomb we have what is called a fire storm, a lot of fire started 
from all around. Unless we have fire-fighting equipment, we will 
have a fire storm that will destroy a city. 

We were told in Japan that 75 percent of the destruction was from 
fire. Then, too, we need the organization of industry in dispersal 
and in organizing to protect themselves. 

I believe, Mr. Chairman, that you mentioned this morning that it 
would take $300 billion to organize an effective civil-defense program. 
I have heard that figure also, but it was applied to the dispersal of 
industry as we have it now to safe places dispersed around the country 
and that would cost $300 billion. We all acknowledge that figure 
is not realistic. What we must do now is try to get dispersal as new 
plants are being built and work toward an ideal even if it takes 25 
years or 50 percent; that we will be working toward a goal and not 
accept defeat and have that sort of psychology. 


COMMUNITY CENTERS 


Another question brought up this morning was the question brought 
up by Senator Thye about these community centers, as he called 
them. I wish to say that two members of the Federal Bureau of the 
Budget called on me the last time I was in Washington on their own 
initiative and in conversation they said that in the last year’s Air 
Force budget it carried $450 million for the Air Force to bring warn- 
ing to the key points in each State. That to us is a lot of money, 


but there is an obligation on the part of the States that those warnings 
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that cost the Air Force in 1 year $450 million to see it will not end 
at a dead center somewhere. 

We have an obligation to carry that to the different cities and to 
the peop'e, That is the program in which the Federal civil-defense 
appropriations will assist the States and communities in doing that. 
_ Concerning rescue trucks, we have this sort of equipment scattered 
in hardware stores and in contractors, but to many this quick and 
effective aid can come to the rescue of people who are trapped by 
having a unit combined and organized with a team that will report 
to that particular vehicle trained in its use. 

We are using experienced people to the maximum, not novices, but 
people who work in that sort of work every day. We have a unit 
where we have first-aid stretchers, medicines, resuscitators, all that 
sort of thing which you can find somewhere around the United States, 
but we would not find it in time if we had to meet an emergency in 
which there might be 150,000 injured. 

In conclusion, I would like to say we have come here on our own 
initiative even without the invitation or indication from the Federal 
Civil Defense Administration. We have come here at our own 
expense pleading in the cause of national defense. We hope that this 
committee with its very serious responsibility in national defense, 
which this is, and we consider one of the most important elements in 
national defense, will give full support to the program which the 
President has recommended and the amount of money which he con- 
siders the minimum and absolutely necessary. 

Senator DworsHak. Thank you, Mr. Larsen. I am sure the com- 
mittee members will be greatly encouraged by the very fine presenta- 
tions which have been made by your State directors. 

One reaction that I have had is that I feel that you people out in 
the grass roots probably are closer to these problems and are doing a 
more effective job than might be done in Washington. So I think 
you are to be complimented for your interest in the fine planning and 
the work vou are doing. 


LETTER OF GOV. HUGH GREGG 


At this point I place in the record a letter from Gov. Hugh Gregg of 
the State of New Hampshire addressed to the chairman of this com- 
mittee, calling attention to several aspects of this entire program. 
In order to ask your comments, I should lke to quote one sentence 
from the letter. 


We have no quarrel with the amount allotted New Hampshire, but we do 
definitely object to the administrative procedures, delays, restrictions, and other 
redtape involved, 


(The letter referred to follows:) 

Concorp, June 19, 1953. 
Hon. Styies BrIpGEs, 
United States Senate, Washington D. C. 

Dear SENATOR Bripces: I am much concerned about certain aspects of the 
proposed 1954 civil defense appropriation. Not the actual amount that Congress 
appropriates, but specifically the provision therein for Federal matching funds as 
aid to the various States. 

For the fiscal year 1953 New Hampshire was allotted $52,035, this to cover both 
State requirerents and the requirements of the various cities and towns. We 
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have no quarrel with the amount allotted New Hampshire, but we do definitely 
object to the administrative procedures, delays, restirictions, and other redtape 
involved. Because of such restrictions neither the State nor our towns have 
been able to take full advantage of the aid offered by the Federal Government. 
For your information, I am enclosing copy of letter dated December 24, 1952, 
addressed to the regional FCDA administrator which explains our objections 
more fully. 

Instead of the situation improving during the interim, it is growing worse. 
Therefore, I am requesting that you write into the pending civil defense appro- 
priation bill a provision that the individual States be granted authority to expend 
their allocation as they see fit to meet the particular civil defense needs of their 
States, subject of course to the requirement that the Federal funds be matched 
dollar for dollar by the State or local government. 

Sincerely, 
Hucu Greaa, Governor. 

Enelosure. 


DeceMBER 24, 1952. 
Mr. A. D. O’CoNnNor, 
Regional Director, Federal Civil Defense Administration, 
143 Speen Street, Natick, Mass. 


Dear Mr. O’Connor: I have been giving serious consideration to the matter 
of Federal matching funds and the difficulty of procuring material under the 
procedure as now prescribed. As administered at present, the time and effort 
involved is quite disproportionate to the benefits derived as applied to the State 
of New Hampshire. I realize, of course, that standards must be established in 
order to make certain that funds are properly expended, and that essential records 
must be maintained in order to justify the expenditures to the Congress. However, 
I think that this could well be accomplished in a much less restrictive manner, and 
thereby allow this State to support its civil defense program and stimulate interest 
in all the communities in the State. I would lay down the following governing 
principles: 

(a) Allocation of funds.—Funds to be allocated to the States on the basis of 
population weighted according to target areas, proximity to target areas, and 
whether or not the State lies in what might be termed an aerial approach area 
to a target area. I understand that this procedure was followed substantially for 
the 1953 allocations and we have no complaint to make about New Hampshire’s 
share. 

(b) Authorized use of funds.—Vstablish a broad rule that the funds allocated 
according to (a) above be used in the States’ civil defense program which, of 
course, would include use by the various cities and communities of the State, 
the actual allocation to end uses in each State, to be at the discretion of that 
State. In other words, the expenditure must be fitted into the State’s program 
and not be predicated solely on the idea that it would be available as support to 
some critical target area. On the face of it, any implementation of a sound State 
or local civil defense plan would bring into being support for any other area or 
State. 

(c) Restrictions as to kind of material that may be purchased.—Restrict broadly 
the kind and type of equipment or supplies that may be procured under the 
matching-fund program with the primary view in mind that only material useful 
in civil defense be procured. This should not be too restrictive, but the State 
and towns should be allowed a wide latitude. For example, warning systems 
that would serve a double purpose, that is, both for ordinary fire signals and 
emergency air-raid warnings, should be authorized without question. Another 
exarople, if a city or town desires to augment its fire-fighting equipment, but 
cannot unless matching funds are available, such expenditure should be authorized. 
This would not apply to replacement of existing equipment unless it were graded 
up beyond what would ordinarily be required. The procurement of helmets, 
armbands, and special uniforms should be authorized not only as materials 
essential to civil defense, but also as the means of stimulating interest. These 
are only a few examples but, I believe, illustrate my idea. 

(d) Accounting and records.—All paperwork should be simplified to the utmost, 
in order that a minimum of time and effort would be involved in participation 
under the Federal matching-funds program. As prescribed at present, the com- 
plexity of the required forms, reports, and the billing and reimbursement proce- 
dures are such as to preclude full participation by those States which have only a 
small program to administer, and few people to do the work. 
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The ideal solution to the problem once having established the basic principles 
somewhat according to the preceding paragraphs, would be to credit each State 
with its allocation of funds, to be expended by the State within the framework 
outlined. Each State would then submit quarterly reports of expenditures. 
In that way, the State could do its own purchasing, or procure material from 
Federal services as might be most advantageous. 

Sincerely yours, 
C. A. BRINKMAN, 
State Director of Civil Defense. 

(See p. 736 for letter of Federal Civil Defense Administrator 
Peterson to Chairman Bridges. ) 

Senator Dworsnak. Has veer experience been quite comparable 
to that of the Governor of New Hampshire? 

Mr. Larsen. I would like to say, Mr. Chairman, that we, the State 
directors, feel very definitely that we have a very good civil defense 
law, Public Law 920. 

Senator DworsHak. Are you restricted in any way in carrying out 
some of the planning you think is of particular value in your respective 
States? 

PROGRESS UNDER NEW ADMINISTRATION 


Mr. Larsen. The point the Governor of New Hampshire brings up 
is delays. I must be honest with you, Mr. Chairman. There have 
been delays. We feel that those delays have occurred principally in 
a past administration. Gov. Val Peterson just took over the latter 
part of January of this year and is making wonderful progress in 
re organizing. 

We feel there has been improvement. One important matter that 
we have tried to bring out in our presentation, Mr. Chairman, is the 
fact that there are restrictions in the class of equipment which a State 
is required to provide under the matching program. We think that if 
one State has pressed, let us say, a fire-fighting division and they are 
now in great need of communications equipment, that they should be 
permitted to devote this money to the thing they need most and not 
necessarily limit it to that which they have already provided. 

If they can give a lump sum to the States under the general provi- 
sions and restrictions which this committee and the Congress places 
upon Federal civil defense, we will be able to operate more efficientl 
and will not tie us down too closely. That is to the items within each 
State and also as was brought out by General Hesketh in the particular 
locality restricted too much there are areas on the outside where we 
need something. 

We think an area that may be the only area from which we can get 
mobile support to a city which is hit, that area needs a w arning now 
as quickly as anyone else, maybe more quickly than bell ringing in the 
years when thousands of people are killed. 

Senator DworsHak. Thank you. The committee has appreciated 
the fine presentation you have made. You have given us some real 
ideas on this whole program. 

Mr. Larson. We appreciate the courtesy of being invited. We 
hope that we can go back to our people with more encouragement 
than we have had in the past. I cannot say this more sincerely. I 
mean this. 

Senator DworsHak. The next witness is Mr. Clarence H. Olson, 
assistant director, national legislative commission, the American 
Legion. 
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STATEMENT OF CLARENCE H. OLSON, ASSISTANT DIRECTOR, 
NATIONAL LEGISLATIVE COMMISSION, THE AMERICAN 


LEGION 
GENERAL STATEMENT 


Mr. Ouson. Mr. Chairman and gentlemen of the committee, as 
Senator Dworshak has said, my name is Clarence H. Olson and I am 
the assistant director of the national legislative commission of the 
American Legion. 

After listening to the discussion here this morning and this after- 
noon, I must admit that our statement is rather limited in its scope. 
It represents the thinking of the national organization of the Ameri- 
can Legion as it is fuoneled up to us through the representatives of 
our organization who gather at national conventions and meetings of 
the National Security Committee. 

I assume many of the people who are here today are Legionnaires 
and more properly bring to you the situation as it exists at the grass- 
roots. They have amplified our statement magnificently. I realize 
you have spent a great deal of time and you are in a hurry, so I will 
not read this statement. I will ask that the statement be inserted in 
the record. 

Senator DworsHak. It will be placed in the record. 

(The statement referred to follows:) 


STATEMENT OF CLARENCE H. Ouson, Assistant Director, NATIONAL LEGISLA- 
TIVE COMMISSION, THE AMERICAN LEGION 


Mr. Chairman and members of the committee, we are concerned over the 
drastic House cuts in budget recommendations of the President for civil-detense 
purposes during 1954. We are equally concerned because of the present inade- 
quacy of civil-defense preparations in general, and particularly the fact that our 
citizens are being led into a false sense of domestic security by our failure to 
carry on a Vigorous and intensive program of civil-defense education and training. 

With the indulgence of the committee, we would like to refer back to the 
recommendations of the American Legion’s civil-defense committee at its national 
convention in 1947. During that convention a special subcommittee reported 
on a nationwide survey that revealed the almost complete nonexistence of 
organized civil defense in the United States. In its report the survey committee 
stated the compelling factors, which even at that early date dictated that civil 
defense be considered as an integral part of our Nation’s total defense, and that 
it should be implemented and perfected immediately. 

Today, some 6 years later, the progress of the civil-defense program falls far 
short of that required to minimize the astronomical loss of life and property 
destruction which could result from an unexpected attack by an enemy. ‘I hese 
facts and possibilities are well known to the membership ot this committee. 
Unfortunately, those of our civilian population who have not viewed the ravages 
of war, who have not seen modern cities leveled, even by the conventional bomb- 
ings of World War II, now obsolete, cannot associate the present-day threat to 
the safety of their own families, homes, and cities, and in the absence of a sound 
and spirited program of education, they become more complacent concerning 
civil-defense needs. 

Fortunately, the recent and well publicized atomic tests at Yucca Flat helped 
bring to millions of our citizens some appreciation of the tremendous power to 
destroy that can be unleashed by a single bomb. If we were the sole possessor of 
this devastating weapon, our progress toward an adequate civil-defense system 
might be pursued more leisurely. As such is not the case, our efforts must be 
carried on with dispatch. 

Our people must be alerted to the serious state of world affairs. The, must be 
made aware that Russia possesses the atomic bomb and that her scientists are 
diligently directing their activities toward production of the vastly more potent, 
hydrogen bomb, 
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We must not permit ourselves to be lulled into a false sense of security by the 
current offerings of an olive branch whichi could well be a 20th century Trojan 
horse in disguise 

In the field of long range strategic airpower, Russia now has in quantity, a 
vastly improved counterpart of our own wartime B-—29 with intercontinental 
capability. This aircraft has sufficient range to penetrate far beyond the most 
northern boundaries of our Nation and to attack the majority of our production 
centers. Their 6-engine turbo-prop bomber in the 500-600 mile per hour class, 
comparable in size to our B—36 has been tested and may even now be in production 

The advent of atomic warfare has radically altered the strategic concept in use 
during World War II. Today, one bomber with one atomic bomb has the power 
for destruction which required hundreds in the last war. This factor alone 
reduces the probability of preventing a hard-pressed enemy attack from attaining 
reasonable success in reaching and bombing American cities. 

Assuming that our air defense was the best possible, that we had a radar screen 
protecting all approaches to the United States, we could still expect that a high 
percentage of the attacking planes would get through to their targets. Some 
estimates of possible success are frightening. 

The evidence before us is clear. First, our enemy has the atomic bomb; second 
she has long-range aircraft in sufficient numbers to strike a severe and possibly a 
mortal blow at our centers of industry; third, even if we had the optimum in air 
and ground defense many of the attacking force would still get through to wreak 
their destruction. 

These facts alone clearly demand a concerted and far reaching educational 
program on civil defense for all citzens. Not when the enemy attacks, but long 
before an attack is anticipated or becomes a probability. The time to do that is 
now. We must have every man, woman, and child thoroughly schooled in the 
precautions he or she must take in an attack. This is basic and is the wav to 
survival. That is the keystone of our whole civil-defense program. It is the 
first step which must be accomplished 

To give direction to the citizenry during and following an attack; to restore 
order, care for the wounded and.dying, and to accomplish the multitudinous tasks 
precipitated by attack, civil-defense organizations must be ready to spring into 
effective operation at all levels. Congress recognized this need and exercised 
part of its responsibility by enacting Public Law 920 of the 8lst Congress. Con- 
gress must now provide the money and the leadership to assure that the sound 
provisions of this law are carried out. 

We must recognize the deterrent effect that a sound civil-defense program will 
have on a potential enemy. If he knows of our ability to withstand his surprise 
attack without confusion, and with a minimum number of casualties, he will be 
less inclined to make it. The risk of retaliation by a still strong people is too 
great to overlook. 

The American Legion and its nearly 3 million members strongly urge that 
sufficient funds be provided to finance a full-scale, nationwide civil-defense educa- 
tional and training program to insure the safety of our civilian population and, 
as far as possible, the other vital factor in our strength, our essential industry. 
To do less would be national folly. The Congress must lead the way. 


Mr. Otson. One point I want to make is that we believe civil 
defense is a job for everyone. Everyone in the country, I should say. 
Senator Thye was talking about the use of certain equipment that 
belongs to the States. Naturally, we would assume that the governors 
and the directors of the civil-defense programs in each of the States 
would utilize all of the equipment that is available, all of the State 
facilities that are available toward that end. There could be no 
question about that. 

We would censor them if they did not take these things into the 
program. 

FIRE DEPARTMENT 


About the fire departments. Several times today it was generally 
agreed that we have a great fire department organization throughout 
this country. What is the reason for that? The reason is that 
everyone knows the damaging results of fire, on the prairies and in the 
forests of Idaho and Montana as well as the cities of this country. 
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The people realize the damage fire can do. They are prepared to meet 
this situation. 

We spenc hundreds of millions of dollars each year in maintaining 
proper fire-fighting equipment and organizations, and paying for the 
fire insurance to protect the property or investments that we have. 
It does seem a bit ridiculous when we sit here and think that the 
Federal Government of the United States wants to spend only $37 
million in taking care of the civil-defense situation in this country. 

That about sums up what I have to say. I do not want to take 
any more time than is necessary. I thoroughly enjoyed listening 
to the remarks of these weil-qualified gentlemen today and wish 
only that the whole program could have been televised throughout 
the country so we could have told our people something about the 
dangers that may be ahead and what we should do about meeting 
them. 

Thank you very much. 

If there are any questions, I will try to answer them. 

Senator Ferauson. We appreciate your coming here and giving 
your views because we know you are interested in defense. This 
is part of our defense. 

Mr. Ouson. That is true. I heard several people talk about 
their reserve affiliations and their activities. Just to get better 
acquainted, | want to tell you I did serve in your 32d Division durmg 
World War II. I also served with Senator Dworshak’s 41st Division 
in World War II. 

Many interesting points have been brought out. I think you your- 
selves raised the question, Does the Army have and need the same 
type of medical equipment to meet the military needs as the civil- 
defense people would have? I do not suppose they would because 
their casualty causes differ. I remember on December 7 my division 
was stationed in Fort Lewis, Wash. Within 30 minutes after that we 
were scattered all over the Puget Sound area and you could not have 
found us with a spyglass, to say nothing about an atomic bomb. The 
military can usually disperse quickly; people in cities cannot. 

In the early days of any emergency such as the war, our National 
Guard might be at home, but shortly thereafter they would be gone. 
Our State guard is not organized. We would not have any military 
resources to fall back on, except possibly material. The manpower 
would be gone, getting ready to carry the fight someplace else. 

Senator Fercuson. What I had in mind was, while these supplies 
are stored here for shipment wherever they might be needed, that we 
can keep a rotation going in such a way we will not have a loss by 
virtue of age or deterioration? 

Mr. Oxson. I understand what you mean. I served as G-4 with 
both of the divisions I mentioned. My responsibility was to evacuate 
and supply. ‘The maintenance of supplies in storage is a very difficult 
problem. If attack were imminent, | visualize we would have these 
supplies stored at airfields throughout the country with air and 
parachute facilities so we could quickly bring in medical supplies 
when needed. We should not obviously store them ail in San Fran- 
cisco or in 2 or 3 other points where they could be destroyed at one 

time, 

Senator Fercuson. Thank you. 

Mr. Otson. Thank you very much, sir. 

Senator Ferauson. Mr. Riley. 
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STATEMENT OF GEORGE D. RILEY, MEMBER, NATIONAL LEGIS- 
LATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 


PREPARED STATEMENT 


Senator Fercuson. Could we put your statement in the record? 

Mr. Rivey. I would like the statement to go into the record in its 
entirety. 

Senator Fercuson. The statement will be inserted in the record 

(The statement referred to follows:) 


The three principal points in the attached statement are as follows: 

1. The American Federation of Labor is interested in civil-defense protection 
for its people and in preserving the technical skills and experience that are so 
essential to American industry, 

2. The services of the Federal Ci, il Defense Administration to civil defense in 
the 23 States represented by members of the Senate Committee on Appropriations 
is compared with services and accomplishments of the 48 States. 

3. Recent disaster-relief activities in Waco, Tex., and Worcester, Mass., are 
compared to emphasize the need for a well-organized civil defense at the local 
level. 


STaTEMENT OF GerorGE D. Ritey, Memper, NatTionaL LEGISLATIVE Com- 
MITTEE, AMERICAN FEDERATION OF LABOR 


My name is George D. Riley. I am a member of the national legislative 
committee of the American Federation of Labor. I am appearing in support 
of the proposal to restore the appropriations for the Federal Civil Defense Admin- 
istration to the level of the Eisenhower budget. 

I recently appeared before the House Subcommittee on Appropriations with 
a few words on the interest that the American Federation of Labor have in the 
development. of an adequate civil defense for our country. I requested the com- 
mittee to approve the Federal Civil Defense Administration’s 1954 budget esti- 
mate. This estimate was conservative. It was based on the actual amounts 
needed to prepare our country to withstand the devastating effects of an attack by 
our enemies. The FCDA budget estimate was reported out of the House at 
$37,770,000. This is a drastic reduction, and one that we believe will be inade- 
quate to carry out the responsibilities assigned. I am here to point out the 
reasons why the American Federation of Labor believes this amount should be 
increased. 

We have been interested in civil defense since its inception. Our interest 
increased about a year ago when the FCDA formed a labor advisory committee 
to consult on the part organized labor would plan in civil defense. The idea has 
been taken up on the floor of our national conventions, and we have resolved to 
do all we can to assist the civil-defense program at the national, State, and local 
levels. 

Therefore, we feel it is appropriate that we appear here in support of civil- 
defense appropriations. As you know, the majority of our members are con- 
centrated in our great industrial centers. They are therefore most liable to attack 
by enemy planes in the event of another war. In addition to safeguarding the 
lives of our people, we are also interested in safeguarding America’s ability to 
produce the materials we need. You gentlemen realize the loss of years of 
experience that would occur if a shop filled with skilled journeymen were suddenly 
destroyed. Think of the years it would take to train new people. With a skilled 
mechanic would go, if you will, 20 years of know-how—experience we would sorely 
need in time of war. 

We realize this is a time to economize. But we question the risk of safety of our 
people and our traditions because of economy. Our security cannot be sacrificed 
for the sake of funds we should be able to afford. 

As leaders of our Government, you will fully realize the need for an adequate 
civil defense. You have heard the repeated warnings of our military leaders. 
You have noted the all-out efforts of many European nations in setting up an 
adequate civil defense; 
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Activities and programs 

I know. you realize the importance of the activities and programs the Federal 
Civil Defense Administration has been able to carry out during the past 2 years— 
even with the small appropriations it has received. It is so well established that 
the Soviet Union is capable of delivering an atomic attack upon any target 
within the United States that we may have become callous to our danger 

It is assumed that the primary objective of the attacker will be our centers of 
industry and population. This could well be followed by biological or chemical 
attack upon our rural areas. It is the vonsensus of foremost authorities that an 
initial attack would consist of possibly 400 bombers, and that 70 percent of them 
would be able to penetrate our defenses. While the probability of such an attack 
coming as a complete surprise is diminishing, the possibility still remains. Prob- 
able targets would first be our centers of industries, but if other centers of popula- 
tion were struck the loss of life and property would be unbelievable. 

Based on these planning assumptions, the Federal Civil Defense Administra- 
tion set out to assist the States in preparing adequate civil-defense organizations. 
They requested that the States get together and sign mutual-aid compacts. Of 
special interest to us was the fact that the FCDA has asked the States to provide 
workmen’s compensation for civil-defense personnel and to authorize such per- 
sonnel to combat natural disasters. We are glad to tell you that the majority 
of the States have followed these suggestions. : 

In addition to assistance to the States in publicizing civil detense, the FCDA 
has assisted the States in recruitment programs that have netted some 4,272,463 
volunteers. States have been asked to make necessary civil-defense plans that 
will enable them to be in a state of operational readiness when disaster strikes. 
FCDA has maintained training schools for State and local representatives who in 
turn have carried the knowledge gained back to their States and cities. 

Under Federal-State matching-funds program, in which the Federal Govern- 
ment matches funds appropriated by the States and local communities to purchase 
equipment, about $74 million have been obligated for vital civil-defense equip- 
ment. In addition, the warehousing program has resulted in the storing of medical 
and engineering necessities at strategic points for use if disaster strikes. This, in 
addition to FCDA’s natural-disaster coordination functions, has resulted in an 
enviable progress record for this new agency. 


A 23-State sample 

I note your committee represents 23 of our 48 States. I requested FCDA to 
compare civil-defense preparedness in these States with the national picture. 
The comparisons I am about to give you are for the 23 States asa group. If you 
want to know how your own State stands with respect to the others, please refer 
to the chart appended to these remarks. 

Of the total population of the United States, its Territories, and possessions, 
which numbers 153,694,423, your 23 States have 64,117,534 or 41.7 percent of all 
the people in our country. The national population concentrated in areas that 
can be classed as logical targets amounts to some 86,708,586. In the States your 
committee represents, 34,926,976 or 40.28 percent live in target areas. In the 
critical target areas, where our major industrial population is concentrated, some 
67,750,982 skilled tradesmen live. The 23 States list 39 percent or 26,458,345 of 
this population. 

Under the contributions program I mentioned a moment ago, in which the 
Federal Government matches State funds for purchase of certain civil-defense 
equipment, the 23 States received 37.03 percent of the entire Federal contribu- 
tion for fiscal 1952-53. In other words, of the $37 million of Federal funds allo- 
cated, more than $13 million went to your States. 

You may be interested also in the number of civil-defense volunteers in your 
23 States. Of the total 4,272,463 persons enrolled and assigned to civil-defense 
duties, some 41.04 percent or 1,753,205 are in your States. 

Attendance at FCDA training schools from your States is heartening. Of the 
706 States representatives attending these schools, 386 or 54.6 percent have come 
from the 23 States 2,455 civil-defense representatives of local subdivisions have 
attended these schools, 1,579 of these coming from your States, about 64.32 
percent of the total attending. 


Organizations in all 23 States 

These States have also adopted the FCDA suggestions with respect to civil- 
defense planning. All 23 States have civil-defense organizations established and 
directors appointed. Interstate mutual-aid compacts are in effect in 14 of these 
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States. However, nine of them have made no compacts whatsoever. Work- 
men’s compensation has been provided for civil-defense workers in 14 of these 
States. In 15 States civil-defense workers have been authorized by law to com- 
bat natural disasters; 25 cities in 12 of these States have conducted shelter sur- 
veys; 10 cities in 10 States have conducted or are conducting urban analyses. to 
deternine the best way of protecting their people. 

Since last January, when the President signed Executive Order No. 10427, 
giving the FCDA the task of coordinating the disaster relief activities of all 
Federal agencies, the need for civil defense in peacetime has been brought before 
the American people more closely than ever before. 

Since January, some 21 appeals for Federal assistance have come from areas 
in 16 States that have been struck by floods, tornadoes, or droughts. To date, 
more than $10 million has been allocated to provide relief in 15 of these cases. 

To point up the necessity for a well organized and functioning local civil 
defense, I would like to point out disasters that occurred in Waco, Tex., and 
Worcester, Mass., this year, and contrast the effectiveness of local civil defense 
in the two cities. You will then see that the final test of any local civil-defense 
organization is its ability to care for its people immediately following a disaster 
and before assistance can be brought from outside the community. 

Worcester is active 

Worcester, Mass had made rapid strides in building up i's civil defense organi- 
zation. Plans for emergency action had been made. Civil-defense personnel 
had been recruited, trained, and assigned. In Waco, Tex., however, outside the 
appointment of a CD director and establishing a city CD headquarters, little 
had been done to set up an effective organization. When disaster struck, 
Worcester civil-defense forces were able to go into action immediately while 
Waco volunteer service headquarters did not begin to form for about 12 hours. 
The ability of local CD forces to take immediate action—before assistance can 
be brought from outside sources—clearly points up the necessity for advance 
organization and planning. 

Worcester, Mass.—A tornado struck the city and 11 adjoining communities 
on June ©. leaving 100 dead, 1,000 injured, 7,500 homeless, and property damage 
in excess of $50 million 

Immediately following the disaster, seven of the city’s civil defense auxiliary 
services went into action. The speed with which civil defense took action was 
evidenced by the fact that six first-aid stations were in operational readiness by 
the time the first victim of the disaster arrived for treatment. 

City civil defense headquarters immediately became the center for recovery. 
From undamaged parts of the citv, mutual support of every kind was made avail- 
able. It is estimated that some 2,000 civil defense workers took part in bringing 
the disaster under control. 


Rescue trucks ready 

The State CD office supplied its two rescue trucks. Public works sent 150 
trucks with floodlights and equipment necessary to clear the streets. State 
police kept the highwavs open to admit vehicles bringing assistance from out- 
lying areas. In city CD headquarters, dozens of volunteers stood by to help 
those in need. Emergency housing was made available. Food and clothing 
were provided to victims. By midnight the same day—6 hours later—CD 
headquarters announced that it had achieved its two main objectives. All 
known living casualties were under cover and being cared for. The homeless 
had been provided with emergency lodging. 

Wace, Tex.—The full force of a tornado struck downtown Waco on May 11, 
causing extensive property damage and the loss of more than 114 lives. Al- 
though Waco was apparently further advanced in civil defense than the average 
small southwestern city, the disaster revealed that Waco had no functioning city 
civil defense foree. The local director was newly appointed. His disaster co- 
ordinating committee existed on paper only. No training programs had been 
instituted for civil defense auxiliary services personnel. A city civil defense 
headquarters had been established, but since it was away from the disaster area, 
it was not activated. 

Immediately following the disaster, volunteer rescue crews, without leadership 
or equipment, went into action. Calls for relief came from many sources without 
needs heing verified. Because of the lack of an auxiliary police force with a 
prearranged traffic plan, the streets were jammed with incoming vehicles and 
thousands of unauthorized persons entered the disaster area. Printed passes 
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were issued for persons entering the area, but melted in the rain and became 
illegible. 

The city CD director, the mayor and the city manager set up headquarters 
in city hall but were forced to move when police activities congested the area. 
Various headquarters necessary for relief activities began forming about 12 hours 
after the storm passed. In the first hours communications were virtually knocked 
out and no emergency communications facilities were available. 

The National Guard supplied men and equipment, and nearby military installa- 
tions furnished much of the equipment needed for rescue work. However, the 
lack of a previously designated general headquarters and of a single top directing 
authority delayed organization and rescue. 


Housing persons and feeding them 

Shelters were opened the first night, however, housing some 600 persons and 
serving them some 5,500 meals. The Red Cross and other welfare services were 
very helpful in caring for victims. 

Hospital facilities were not damaged and operated to full capacity in taking 
care of victims. In the absence of an operations plan, however, many victims had 
to be carried from hospital to hospital until accommodations could be found. 

Despite the confusion and lack of initial organization, responsible individuals 
and organizations worked with an efficiency and rapidity which was later deemed 
amazing. Volunteer workers, although untrained, displayed a spirit which, 
veteran disaster workers stated, had seldom been seen elsewhere. From the 
lessons learned and the experience encountered, valuable patterns of action 
emerged which will be of value to all eivil defense workers. 

Contrasting the activities following these two disasters will clearly indicate the 
effectiveness of a well organized civil defense at the loeal level and point up the 
necessity for such organizations. 

In closing, may I say that labor fully supports civil defense, not only at the 
organization level, but as individuals. We and our families, in addition to our 
nor.nal duties, have become members of civil defense in our home communities. 
We further believe that there is a continuing threat to America, regardless of 
pending peace treaties, or periods of doubtful peace. As long as we need the 
military, civil defense will bea must. In the event of war, we must be prepared to 
minimize, to the greatest extent possible, the danger to our people and our in- 
dustries. We believe that our production capabilities, the skills that make them 
possible, and the welfare of our people depend directly on an adequate civil 
defense. We expect you, who are our elected representatives to supply the 
leadership, national vision, and financial support necessary to build up the Federal 
Civil Defense Administration to a point where it can fulfill its responsibilities, 
which you, the Congress, have assigned. 


STATEMENT RELATIVE TO TRE APPROPRIATION FOR THE FEDERAL Civit, DEFENSE 
ADMINISTRATION FOR THE FiscaL YEAR ENDING JUNE 30, 1954 As PAssmp BY 
THE HovusE 





| k House appro 
1953 appre- aeate priatior 
| priation wr Sa recommen- 
j estimate 
| | dation 
paemmemenongtiiinibhl i IGA BOT eal mac tenable itt ~<iet heii bbechite 
Emergency supplies and equipment- - -- | $20, 000,000 | $100,000,000 | $20, 000, 000 
Federal contributions. ‘ 15, 090, 000 14, 300, 000 9, 870 000 
Operations__.......-- 5 opocubeienestinans nae 8, 000, 000 10, 900, 000 7, 900, 000 
Giga cknencne sd civboanpiaelisgupes --------| 43,000,000 | 125, 200, 000 37, 770, 000 





COMMENT 


General.—The amounts passed by the House for FCDA for the coming fiscal 
year represent a 70-percent reduction in the estimate approved by President Eisen- 
hower. Such funds are less than one-tenth of 1 percent of the funds reeommended 
by the committee for the Department of Defense and are some $22 million less 
than the amount suggested by the committee for expenditure on the international 
information and education activities of the Department of State. Ona population 
basis the amount proposed for FCDA approximates 22 cents per citizen. In other 
words, the committee recommends that a greater sum be expended for publicity 
overseas than is expended for the civil defense of our people. 
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Emergency supplies and equipment.—The Federal stockpile provided for under 
this head consists principally of medical items such as burn bandages, blood 
plasma, antibiotics, and emergency hospital equipment to take care of 5 million 
casualties for 3 weeks. Approximately 15 percent of the items are engineering 
supplies, i. e., emergency generators, pumps, and lightweight pipe (16 inches for 
drinking water and 8 inches for fire fighting). The percentage of deterioration of 
the stockpile is quite low (5 percent or less). 

This stockpile must be in place prior to an emergency as the items contained 
therein will be needed in quantities which far exceed normal inventories. For 
example, in an emergency the need for burn bandages would exceed many, many 
times the 2-week supply the wholesale and retail medical supply houses normally 
earry in stock. : 

Under present plans it is the intention to phase this stockpile over 4 years at 
an annual rate of expenditure of approximately $100 million. The action of the 
committee in reducing the request 80 percent means that it will be substantially 
more than 4 years before the stockpile is completed. Further, under the national 
blood program, they are obligated to purchase out of the $20 million reeommended 
$16,200,000 worth of blood plasma or blood derivatives. Hence, less than $4 
million will be available for other medical items and none whatever for engineer- 
ing supplies. 

The comment of the committee that “FCDA has been unable to stockpile 
medical supplies in keeping with the funds appropriated for this purpose by the 
Congress”’ is not persuasive. Practically the same comment could be made with 
reference to any Government procurement program. For instance, last year the 
Department of Defense had a carryover of approximately $100 billion of unex- 
pended funds. The delay in expenditures is occasioned by (1) the “lead time” 
required for medical items, and (2) the fact that the Armed Services Medical 
Procurement Agency gives the armed services priority over the requests. Many 
manufacturers for tax reasons prefer to complete delivery of all items on @ con- 
tract before billing the Government. 

Further, as of May 30, 1953, orders had been placed for medical supplies in the 
amount of $79,350,637. Of this amount only $41,997,144 had been delivered. 
This leaves the impression that supplies could not be delivered at a faster rate. 
This is far from correct because coupled with the other factors preyiously men- 
tioned, had FCDA had sufficeint fund for warehousing, stockpiling would have 
proceeded at a faster rate. 

Federal Contributions —The funds recommended by the committee are 
$4,430,000 less than the estimates approved by President Eisenhower and approxi- 
mately $2,700,000 less than the funds presently available to the States for match- 
ing purposes. The committee deleted all funds for welfare services, public safety 
services, and reduced the funds for medical services by $2,800,000. In effect this 
means that during the coming fiscal year no Federal funds will be available to the 
States to assist them in procuring such items of disaster equipment as first aid 
medical supplies, cots, mattress pads, blankets, rescue trucks and mass feeding 
gear. : 
Operations.—The funds approved by the House under this head are $3 million 
less than the estimates approved by President Eisenhower, which will necessitate 
serious retrenchment in planning and coordination on both the Federal and State 
level. This item also carries funds for warehousing and rents which if cut will 
continue the pattern as outlined under emergency supplies and equipment. 
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Mr. Rizey. You will find a slip sheet which tells what happened 
to the program in the House. This is directed at every State depart- 
ment on this committee, of which there are 23. I think you will find 
a lot of real objective information in the statement. 


SAMPLE RESCUE TRUCK 


Senator Thye in the morning session asked if he could see a sample 
rescue truck. My information is that that truck is out in front of 
the Capitol for any member of this committee who cares to look at it. 

I would like to say that one of the international unions affiliated 
with the A. F. of L. is the International Association of Fire Fighters 
which has a big stake in this whole situation because they are going 
to have to put their bodies right up to the flames and do the best they 
can, 

I want to make one more informal observation. I hope the State 
directors of civil defense—and I know of no better time to remark on 
it than here—will make themselves known to all the State federations 
of labor in the 48 States and call for the full cooperation to which 
they are entitled and which they will receive wholeheartedly. 

With these remarks, I have nothing further. 

Senator FerGuson. We appreciate your coming in. We realize 
that the representatives of labor are greatly interested as every man 
who is a laboring man is interested because he is the fellow who is 
going to be in the home or in the factory if this comes. 

Mr. Rivey. One further informal remark. The director for Con- 
necticut remarked on the industrial workers in his State of which there 
are many. I might tell him that actually 93 percent of those workers 
are affiliated with the A. F. of L., and 1 am pretty sure they will not 
pull any punches. 

Senator Fereuson. Thank you very much. 

Mr. Thomas B. Walters. 


STATEMENT OF THOMAS B. WALTERS, OPERATIONS DIRECTOR 
OF THE GOVERNMENT EMPLOYEES COUNCIL, A. F. OF L. 


GENERAL STATEMENT 


Mr. Watters. Thank you, Mr. Chairman and members of the 
committee. Il am Thomas B. Walters, operations director of the 
Government Employees Council, A. F. of L. 

Mr. Chairman, with you permission I would like for the record to 
show that Mr. E. C. Hallbeck, the legislative representative of the 
National Federation of Post Office Clerks, had planned to be here and 
support the increase in the appropriation of what the House passed 
and what the President asked in his original budget. 

The Government Employees Council is made up of 23 organizations 
whose membership in whole or in part are Federal employees. In the 
contacts we have had and the information from the field, our member- 
ship has been closely identified with civil defense since its inception. 
They feel very keenly that a strong civil defense is perhaps one of our 
strongest offenses. We also believe that the American people feel 
if we have a strong, well-organized civil defense that perhaps will go 
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a long way in preventing an attack. We do not propose to be alarm- 
ists. We do not say we will have an attack or we will not have an 
attack, but we feel that the best way to keep from having an attack 
is to have a strong civil defense along with a strong military defense. 

I happen to be one of the fortunate people who have had an op- 
—— y to take this course out of Only, Md. It certainly gave mea 

roader conception of what we would need throughout this country 
and the cost of a good, strong civil defense. 

It. seems to us that the small amount compared to the whole carried 
in the House bill is simply a case of death to the civilian defense move- 
ment throughout the United States. We strongly hope and believe 
that this committee will increase this appropriation somewhere at 
least in the neighborhood of the recommendations made by the 
Bureau of the Budget under President Eisenhower. 


RESTORATION OF FUNDS 


With that, Mr. Chairman, I will say we are pleading for the money 
to be restored to the point where we can have a strong civil defense 
and then for this Congress and for those charged with the responsibility 
of putting it into operation to work out the best possible civil defense 
for our country. 

Thank you, sir. 

Senator Fereuson. Thank you for giving us your views because 
we know you are interested and your members are interested. 

I will insert now a letter from Senator Mike Mansfield, and the 
American Medical Association letter from George F. Lull, who is 
secretary and general manager. 

I will also insert the American Municipal Association letter signed 
by George H. Deming, director of technical assistance, and letters and 
statements from the American Federation of Government Employees 
and the American Federation of Labor. 

(The letters and statements referred to follow:) 

Unirep States SENATE, 
COMMITTEE ON FoREIGN RELATIONS, 
July 21, 1958. 
Hon. Stryies Bringgs, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 

Dear Mr. CHarrRMAN: I have received a telegram from Mr. Hugh K. Potter, 
State director of civil defense, Helena, Mont., which reads as follows: 

“Request your support of Federal Civil Defense Administration appropriation 
as requested by the President. House recommendations will seriously hamper 
assistance most needed at this time in Montana. Recent floods have proven 
civil defense efficiency and matching funds to Montana communities for fire 
fighting in rural areas have reduced fire hazards. Many rural areas depending 
on civil defense for fire-fighting assistance during 1953 and 1954. Reductions 
recommended by House committee will seriously affeet our State program and 
its benefit to our citizens.” 

I would appreciate your giving his views every consideration during your 
hearing in the appropriations for the Office of Civil Defense. 

Thanking you and with best personal wishes, I am 


Sincerely, 
MIke MANSFIELD. 


35192—53——14 
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AMERICAN MeEpIcAL ASSOCIATION, 
‘ Chicago 10, July 20, 1953. 
Hon, StyLes BripaEs, 
Chiirman, Senate Appropriations Committee, 
United States Senate, Washington 25, D. C. 

Dear Sir: It is my uner-tanding that your committee is currently considering 
the appropriation bill for the Federal Civil Defense Administration for the fiscal 
vear 1954. I should like to request, therefore, that this statement on behalf of 
the American Medical Association be given serious consideration and that it be 
inserted in the record of the hearings on this measure. 

The interest of the association in the measure in question is confined to amounts 
requested to finance the medical activities and responsibilities of the Federal 
Civil Defense Administration which are performed by the Office of Health and 
Special Weapons. Of the amount requested by the Federal Civil Defense 
Administration for health and medical affairs, as approved by the Bureau of the 
Budget, $82 million was for medical supplies and equipment. For this purpose, 
the House of Representatives allowed only $20 million. This reduction will 
preclude the purchase of any medical supplies other than those related to the 
national blood program, i. e., plasma, expanders and other blood derivatives. 
No other hospital equipment or medical supplies can be secured under the House 
app’opriations. This will mean, in effect, that the medical stockpiling program 
will be postponed for at least a year. 

The sum of $5,900,000 requested for matching State funds for the purchase of 
medical supplies and equipment was reduced to $3,070,000 by the House of 
Representatives. In addition, the sum of $491,000 requested for the operational 
expenses of the Office of Health and Special Weapons Defense was drastically 
reduced. 

These reductions will not only discourage further participation by the States 
in mecical civil-defense affairs, but will render inoperative the medical program 
of the Federal Civil Defense Administration. 

The medical profession has, for the past 5 years, been keenly aware of the 
necessity for intelligent medical civil-defense planning because of the continuing 
threat of atomic, biological, and chemical attacks and because of the continual 
occurrences of natural disasters. We have attempted to educate our member- 
ship as to its responsibilities in this regard and have worked and cooperated 
with all echelons of the Government in preparing and implementing plans for 
medical care in times of national emergency. 

We feel constrained, therefore, to call to your attention the futility of medical 
civil-defense planning unless the profession has available the supplies necessary 
to perform its work. The need for Federal leadership and stimulation and for 
the stockpiling of necessary medical supplies and eauipment is vital if we expect 
to sustain the interest of the profession and to utilize physicians effectively in 
the event of a disaster. 

The house of delegates of the American Medical Association adopted a reso- 
lution on June 9, 1952, endorsing the program of the Federal Civil Defense 
Administration for stockpiling critical medical supplies. On April 26, 1953, the 
executive committee of the board of trustees adopted the following resolution 
in this regard: 

“The board of trustees of the American Medical Association believes it is 
inconsistent to support a large Military Establishment for national defense and 
not simultaneously support an adequate medical program for the protection of 
civilians, 

“The recent demonstrations of atomic destructive power at Yucca Flats again 
confirms the need for a continuing program of civil defense preparation in the 
health fields. More intimate knowledge of the medical aspects of civil defense 
is necessary through greater interchange of information between governmental 
agencies with special emphasis on studying the health problems peculiar to 
civil defense. 

“The board of trustees of the American Medical Association urges the Congress 
to support adequate appropriations for the medical and health aspects of civil 
defense, including planning, stockpiling of essential medical materials, training, 
and research.”’ 

For the reasons stated above, it is the recommendation of the American Medical 
Association that the request for funds for the medical activities of the Federal 
Civil Nefense Administration receive the sympathetic consideration of your 
committee. 

Sincerely; 
Georae F. Luu, M. D. 
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AMERICAN MUNICIPAL ASSOCIATION, 
Washington 6, D. C., July 21, 1958. 
Reference: Hearings, Senate Appropriations Committee, Federal Civil Defense 
Administration, July 21, 1953. 
Hon. Styies BripGEs, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington 25, D. C. 


Dear SENATOR BripGes: The American Municipal Association, representing 
nearly 12,000 municipalities of the United States, is happy to have this opportunity 
of going on record concerning the appropriations for the support of civil defense 
in the coming fiscal year. 

1. The attack warning system: The amount made available for this activity 
by House action was reduced to $900,000. It is our opinion that the completion 
of the attack warning system should have paramount priority. It is urgently 
recommended that the $7 million appropriation request by the Administration be 
restored. This sum will make it possible for the attack warning system to be 
completed from the top level continental air-defense command to the working 
units in the local target areas. 

2. Medical services: House action cut the Administration’s request for funds 
for support of medical services to $3,070,000 and are restricted to the purchase 
of medical supplies only. In our opinion, the entire arnount originally recuested 
by the Administration should be restored. {n the event of a major disaster, it 
will be impossible to obtain the equipment needed. Further, the fwads should not 
be restricted to medical services but should also be made available for rescue 
services as both activities are directly concerned with the immediate problem of 
saving individual human lives. 

3. Local organization: It is our opinion that funds should be so allocated and 
expended as to support a strong organization for civil defense at the local level of 
government as envisioned by the present legislation setting forth the civil-defense 
function. 

4. General matching funds: House action provides for a cut in general matching 
funds from $100 million to $20 million. In the opinion of many of our cities, 
this action is the “kiss of death’ to the total civil-defense program. If emer- 
gency matching funds are not provided as anticipated by the Administration, it 
is a clear indication that the Congress does not consider civil defense a necessary 
function. 

We are of the opinion that there is nothing in the present international situa- 
tion which would justify this assumption. We believe that the survival of this 
country, in the event of hostilities, depends upon the survival of the target areas. 
It is urgently recommended that the entire $100 million in matching funds re- 
quested by the Administration be restored. 

The opinions expressed above represent the considered judgment of the mem- 
bership of the American Municipal Association concerning minimum support of 
the Federal Civil Defense Administration by the Congress within the framework 
of existing legislation. 

It is our hope that the Senate Appropriations Committee and the Senate will 
heed the need of civil defense and will meet in full the requests of the Adminis- 
tration—requests which in our opinion are all ready set at an irreducible minimum. 

Sincerely yours, 
GeorGce H. DeminG 
Director of Technical Assistance, 





AMERICAN FEDERATION QF GOVERNMENT EMPLOYEES, 
Washington 4, D. C., July 20, 1953. 
Hon. Stytes Brivces, 
Chairman, Senate Appropriations Committee, 
Washington 26, D. C. 


Dear Senator Brivces: Our federation will appreciate incorporation of the 
attached statement into the Senate Appropriations Committee’s record on the 
Federal civil-defense appropriation contained in H. R. 6200. 

Sincerely, 


James A. CAMPBELL, National President. 
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STATEMENT OF AMERICAN FEDPRATION OF GOVERNMENT EMPLOYEES ON FEDERAL 
Civi Derense APPROPRIATION FOR Fiscat 1954 


The American Federation of Government Employees representing Federal 
workers throughout the United States, its Territories and possessions, desires to 
urge this committee’s favorable action on the funds requested by the Civil Defense 
Administration for fiscal 1954. 

A total appropriation of $43 million was allowed the Civil Defense Administra- 
tion in fiseal 1953. The agency estimated its needs for fiscal 1954 at $125,200,000. 
Not only was this total figure reduced by 70 percent ($37 million) by the House 
of Representatives during the past week, but it is $5 million less than the amount 
actually appropriated last year. 

Mr. Chairman, we strongly urge that the committee consider the fact that in 
the civil defense appropriation we are dealing with the possible survival of our 
country. This is not a matter of investing in a wild speculative venture, Actually, 
the lives of millions of American citizens are at stake. 

If Congress were to approve the entire amount requested by the Civil Defense 
Administration—and we urge this be done—the per capita cost would be approx- 
imately 22 cents per citizen. In terms of the purposes for which these funds would 
be expended, the cost is small, indeed. 

A casual examination of the supplies and equipment to be purchased with the 
money requested by the agency makes one shudder as he envisions the human 
suffering and misery which would result in the event of atomic attack. Bandages, 
blood plasma, hospital equipment, feeding equipment, generator pumps, piping 
are among the items needed on an emergency basis if such an attack should occur. 
There will be no time to acquire this material through emergency legislation once 
disaster hits our major cities and industrial areas. Millions of men, women, and 
children would be affected almost simultaneously, 

The possibility, if not the probability, of such a catastrophe demands careful 
advance planning and stockpiling over a period of years. Unfortunately, we are 
not able to foresee the timetable of an enemy attack. Our only course is to 
prepare for the worst and to trust in providence that it will not be needed. 

Should the years prove our calculations in providing these funds were unneces- 
sary because no catastrophe has materialized, we will be able to heave a sigh of 
gratitude that we did not have to put all these plans and equipment to their 
original use. That does not mean the planning and equipment will be a total 
loss. Certainly, we will be able to find some practical and humanitarian use for 
blood plasma, bandages, and other civilian defense material in a country at peace. 

Stated simply, we are faced in this appropriation with a situation analogous 
to the purchase of an accident insurance policy. The policyholder ferventiy 
hopes he will never have occasion to benefit from it, but continues to pay the 
premiums in order to protect himself and his family. 

Mr. Chairman, our federation represents Federal employees, many of whom in 
time of catastrophe would be called upon to render assistance because of their 
particular knowledges and skills. We urge that they have available, through 
adequate appropriations, the tools necessary to minimize the effect of an atomic 
attack on the homes and factories of our country. More important, however, 
these Federal employees are a small segment of our Nation’s citizens, who are 
looking to Congress to provide the financial and advisory leadership in this matter. 
Only in this way will the Civil Defense Administration be able to furnish the 
planning and tangible equipment essential to the defense of our civilian population 
in the event of total war. 

In view of these considerations, Mr. Chairman, we sincerely trust the committee 
will see fit to restore the entire appropriation requested by the Civil Defense 
Administration for fiscal 1954. 

The American Federation of Government Employees appreciates the oppor- 
tunity of acquainting you with our views on this most serious subject. 


AMERICAN FEDERATION OF LABOR, 
NATIONAL LEGISLATIVE COUNCIL, 
Washington 1, D. C., July 18, 1953. 
Hon. Stryies Bripces, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator: I am writing you in regard to a matter which is not strictly 
a labor matter although as a part of the general population of the country we are 
vitally affected as are all other persons. 

This matter is carried in the supplemental appropriation bill, H. R. 6200, and 
I am referring to the Federal Civil Defense. A statement is attached hereto in 
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regard to the matter, as we feel that ample preparation should now be made in 
case our relations with a certain country become worse. 

We have participated in this program not only on top levels but throughout 
the country and realize what could happen. 

With best wishes, I am, 

Sincerely yours, 
W. C, Husxine, 
Chairman, National Legislative Committee. 


STATEMENT RELATIVE TO THE APPROPRIATION FOR THE FRDERAL Civit De- 
FENSE ADMINISTRATION FOR THE FiscaL YwAR ENDING JUNE 80, 1954 (As 
Passep By THE House) 


} 
| House ap- 
1953 appro- | 1954 revised | propriation 








priation estimate recommenda- 
tion 
ae elms Boy rea ae wre Parse) arte ere) Gee rk eee ee ry pei ers r 
Emergeney supplies and equipment. - > 000, 000 | $100, 000, 000 | $20, 000, 000 
Federal contributions | 15,000,000 | 14, 300, 000 | 9, 870, 000 
Operations --| 000,000 | — 10, 900, 000 | 7, 900, 000 
Total. ae 43, 000, 000 | “125, 200, 000 ; 37, 770, 000 
COMMENT 
General 


The amounts passed by the House for FCDA for the coming fiscal year repre- 
sent a 70-percent reduction in the estimate approved by President Hisenhower, 
Such funds are less than one-tenth of 1 percent of the funds recommended by the 
committee for the Department of Defense and are some $22 million less than the 
amount suggested by the committee for expenditure on the international informa- 
tion and education activities of the Department of State. On a population basis 
the amount proposed for FCDA approximates 22 cents per citizen. In other 
words, the committee recommends that a greater sum be expended for publicity 
overseas than is expended for the civil defense of our people. 


Emergency supplies and equipment 

The Federal stockpile provided for under this head consists principally of 
medical items such as burn bandages, blood plasma, antibiotics, and emergency 
hospital equipment to take care of 5 million casualties for 3 weeks. Approxi- 
mately 15 percent of the items are engineering supplies, i. e., emergency generators, 
pumps, and lightweight pipe (16 inches for drinking water and 8 inches for fire 
fighting). The percentage of deterioration of the stockpile is quite low (5 per- 
cent or less). 

This stockpile must be in place prior to an emergency as the items contained 
therein will be needed in quantities which far exceed normal inventories. For 
example, in an emergency the need for burn bandages would exceed many, many 
times the 2-week supply the wholesale and retail medical supply houses normally 
carry in stock. 

Under the present plans it is the intention to phase this stockpile over 4 years 
at an annual rate of expenditure of approximately $100 million. The action of 
the committee in reducing the request 80 percent means that it will be substan- 
tially more than 4 years before the stockpile is completed. Further, under the 
national blood program, they are obligated to purchase out of the $20 million 
recommended $16,200,000 worth of blood plasma or blood derivatives. Hence, 
less than $4 million will be available for other medical items and none whatever 
for engineering supplies. 

The comment of the committee that “CDA has been unable to stockpile 
medical supplies in keeping with the funds appropriated for this purpose by the 
Congress” is not persuasive. Practically the same comment could be made with 
reference to any Government procurement program. For instance, last year the 
Department of Defense had a carryover of approximately $100 billion of unex- 
pended funds. 

The delay in expenditures is occasioned by (1) the “lead time” required for 
medical items, and (2) the fact that the Armed Services Medical Procurement 
Agency gives the armed services priority over the requests. Many manufacturers 
for tax reasons prefer to complete delivery of all items on a contract before billing 
the Government. 
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Further, as of May 30, 1953, orders had been placed for medical supplies in the 
amount of $79,350,637. Of this amount only $41,997,144 had been delivered. 
This leaves the impression that supplies could not be delivered at a faster rate. 
This is far from correct because coupled with the other factors previously men- 
tioned, had FCDA had sufficient fund for warehousing stockpiling would have 
proceeded at a faster rate. 

Federal contributions 


The funds recommended by the committee are $4,430,000 less than the esti- 
mates approved by President Eisenhower and approximately $2,700,000 less than 
the funds presently available to the States for matching purposes. The commit- 
tee deleted all funds for welfare services, public safety services, and reduced the 
funds for medical services by $2,800,000. In effect this means that during the 
coming fiscal year no Federal funds will be available to the States to assist them 
in procuring such items of disaster equipment as first-aid medical supplies, cots, 
mattress pads, blankets, rescue trucks, and mass-feeding gear. 

Operations 


The funds approved by the House under this head are $3 million less than the 
estimates approved by President Kisenhower, which will necessitate serious re- 
trenchment in planning and coordination on both the Federal and State level 
This item also carries funds for warehousing and rents which if cut will continue 
the pattern as outlined under emergency supplies and equipment. 


Senator Fercuson. The next witness is H. Eliot Kaplan. 
Pension PLANS 


STATEMENT OF H. ELIOT KAPLAN, CHAIRMAN; AND C. VICTOR 
JOHNSON, JR., EXECUTIVE DIRECTOR 


GENERAL STATEMENT 


Mr. Kapian. I will read this brief statement concerning the 
problems of our committee. 

Our Committee, after extensive analysis of the full implications of 
Public Law 555, and the essential activities that would be entailed 
to meet the expectations of the Congress as contemplated by that 
law, had submitted an estimate of its expenditures for fiscal year 
1954, which is coterminus with the life of the Committee, of $410,000. 
This amount was requested by the President, after review by the 
Bureau of the Budget. 

This estimate contemplated extensive surveys of all the pension 
plans in the Federal service, study of the accrued obligations of the 
various systems, methods of financing the existing pension plans, 
possible coordination of such plans with other existing employee- 
benefit programs, as well as other phases of retirement problems 
presumably required by Public Law 555. 

We regret that the House Appropriations Committee saw fit to 
reduce the appropriation so drastically, authorizing only $200,000 to 
finance our full activities for a whole vear. 

After learning of this cut by the House in our appropriation, our 
committee directed its chairman to seek to have the $410,000 
restored as essential for the committee to carry out its interpretation 
of all the expressed purposes of Public Law 555. It believed that any 
reduction from this amount would necessarily compel us to forego 
many important phases of its work, and that it could not transmit to 
the Congress the full information and data which had originally been 
contemplated by the law. 
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EFFECT OF HOUSE REDUCTION 


The severe cut made by the House Appropriations Committee 
has placed our committee in a most dificult position in having 
to rearrange its plans drastically right in the midst of our program. 
It has presented us with a real challenge of trying to meet the reason- 
able objectives of the Congress with so little money, a task which, 
frankly, is utterly impossible. 

Nevertheless, after realizing that the House Appropriations Com- 
mittee felt that the study ought not necessarily undertake the com- 
prehensiveness which the committee had planned, and after having 
discussed the problem with the chairman of the civil service com- 
mittee of the Senate, I as chairman have applied the shears and knife 
to the fullest possible extent. I might even say used the ax 

I find that with every possible economy we can hope to effect, and 
even at the expense of a less adequate report than we had hoped to 
present, it would be just utterly impossible for us to meet the minimal 
requirements sought by the Congress under Public Law 555 with less 
than $275,000. Even this limited appropriation would present quite 
a problem to our Committee to attain its objectives, and to present to 
the Congress a report worthy of our Committee. 

Senator Fercuson. When are you going to have your report ready? 

Mr. Kapuan. Our life is extended to June 30, 1954. We promise 
to have that report before that time. 

Senator Ferauson. When were you to have it ready? 

Mr. Kapian. Under the law it was hoped that we would have the 
report by December 31 of this year. Our Committee did not get 
under way until February of 1953 due to the change in administration. 


SIZE OF STAFF 


Senator Ferauson. How large a staff have you? 

Mr. Kaptan. We have a staff of about 21 people. 

Senator Fercuson. How many are on the Commission? 

Mr. Kaptan. The Commission is made up of the Secretary of the 
Treasury, the Secretary of Defense, the Chairman of the Board of 
Governors of the Federal Reserve System, the Director of the Bureau 
of the Budget, the Chairman of the Civil Service Commission, and the 
Chairman appointed by the President. 

Senator Ferguson. This is really a personnel salary amount you 
are asking? 

Mr. Kaptan. Not entirely. 

Senator Ferauson. All of the members are on regular salary? 

Mr. Kapian. That is true. Our budget consists of more than just 
the salaries of this staff of employees. 

Senator Fereuson. What does it consist of? 

Mr. Kapitan. What we have to do in order to make it possible for 
our committee to give the Congress the information it wants on what 
these pension systems involve in the way of accrued obligations to 
which the Government is committed under all these pension systems, 
how and whether they should be funded, because nobody knows, is a 
tremendous job. 

Senator Ferguson. The amount of money you are asking is salaries? 
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SALARIES OF STAFF 


Mr. Kaptan. The salaries of staff alone are about $132,000. 

Senator Feravson. What is the remaining? 

Mr. Kapuan. In order to give you the information, we have to 
make two very important studies. One of which is to determine 
how much is substantially involved in the accrued liabilities of the 
civil-service retirement fund. Apparently nobody knows. 

Senator Frerauson. Do you have the work besides these salaries? 

Mr. Kapuan. This is going to be done by the agencies themselves 
in cooperation with our Committee, but our Committee is going to 
furnish the funds to have that done by them. 

Senator Frereuson. You ask other agencies to do the job and then 
you compensate them for the work? 

Mr. Kapuan. Exactly. 

Senator Fercuson. I was trying to get whether this was salary or 
contract work. It is really contract work with other Government 
agencies? 

Mr. Kapuan. Exactly. That amounts to about $140,000 all told. 

Senator ELLeENpDER. How much did you spend the first year? 

Mr. Kapian. I was appointed by the President in the latter part 
of December 1952. We met for the first time to organize on Decem- 
ber 29. Because of the transition to a new administration there was 
no sense spending a lot of money until we knew where we were going. 
We got $50,000 from the President’s fund. That was supposed to 
carry us down to April 15, 1953, which by careful husbanding of those 
resources, by not taking on a single person until we actually had to 
have them and by not undertaking any contractual obligatious of 
any kind except as we must necessarily have them at a particular 
moment, we were able to stretch that $50,000 down to June 30, 1953. 

That ought to be enough of an indication as to how we administer 
our funds. 

Senator ELLenprErR. This is the first time you came to Congress for 
an appropriation? 

Mr. Kapian. Exactly. That ought to be enough for you to know 
what kind of a committee you are dealing with. 

Senator ELLenpER. What have you done in the meantime? 

Mr. Kapxan. In the meantime we have gone to work. We are 
making these studies right along. 

Senator Etuenper. Did you get information from investigating 
various agencies? 


COMPLETION OF PROJECTS UNDER PUBLIC LAW 555 


Mr. Kapitan. Of course we have. We already completed two 
projects we had undertaken under the Public Law 555. 

Senator ELLenperR. You did that with $50,000? 

Mr. Kapian. We did that with the $50,000. 

Senator ELLeNppr. How many more agencies are you going to 
have make studies for you? 

Mr. Kaptan. How many what, sir? 

Senator ELLENDER. How many more agencies will you make studies 
for? 
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Mr. Kapian. We will probably have at least two major studies, 
one by the Civil Service Commission and the other one by the military 
organization, Department of Defense. 

Senator ELLENDER. The two you have taken care of so far with 
the $50,000 must be small agencies? 

Mr. Kaptan. Those are separate projects by our committee itself. 

Senator ELLENpER. They are small in comparison? 

Mr. Kapian. Yes, to the big problem we still have to undertake 
here. 

Senator Feracuson. Do all these agencies have different retirement 
programs? 

Mr. Kapuan. There are 13 different retirement systems in operation 
in the Federal Government besides another dozen fringe organizations 
of one kind or another that have one or another type of benefit. 

Senator ELuenper. In the Government? 

Mr. Kaptan. In the Government. 

Senator E.uenper. When the data is furnished to you by an 
agency, in what form is it? 

Mr. Kapitan. By whom, the Civil Service Commission? 

Senator ELLenper. Yes. You say you need this money to contract 
with certain agencies who give you the information. What do they 
give you? 

COST STUDY 


Mr. Kapian. The Civil Service Commission through its Actuarial 
Division and under our direction and supervision will make a cost 
study of how much the Government has up to now obligated itself 
under the civil service and disability retirement fund. Is it half a 
billion, 10 billion, or 20 billion? Nobody seems to know. 

Senator Ferauson. Or is it about three-hundred-and-some billion? 

Mr. Kapian. They asked for $300,000 to make full-blown evalua- 
tion study for the Congress and for their own purposes. We with only 
fifty-five to sixty thousand dollars will be able to furnish this Congress 
with sufficient information to enable us to make recommendations 
with respect to the kind of policy that ought to be followed by the 
Congress in funding these systems. 

Senator Fereuson. Do you think it is possible to get one policy? 

Mr. Kaptan. I believe so. I mean one major policy with deviating 
policies affecting different situations. That is exactly what your law 
required us to do, to determine for the Congress and report to the 
Congress what kind of benefits are being given in these various pension 
funds. Can they be compared reasonably? 

Senator ELLunpreR. Would you say after your studies it may be 
necessary to pass a law to make them uniform? 

Mr. Kaptan. Not necessarily, but at least a great many of these 
different benefits which may or may not be justified, that is what 
we are studying. To what extent can we apply the same uniform 
standards under the same conditions in all the agencies of Govern- 
ment? To what extent must we make distinctions with respect to 
hazardous employment which is what you asked us to look into? To 
what extent are we to make and recommend distinctions of policy 
with respect to persons serving overseas and serving here? 

You asked us to tell you what is involved in money with respect 
to the obligations of all these pension systems. We are going to 
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try and get it for you for the first time. If you had left it to the 
organizations themselves to determine instead of our being able to 
do it for $140,000, it would have been done for about $800,000. 

The reason we are able to do it is because we are trying to get not 
a precise amount of these obligations, because that is not so important 
in making policy recommendations, but we will be able to furnish 
information on substantially and approximately how much is involved? 

Senator Fercuson. This is all contingent liability of the Federal 
Government? 

Mr. Kapian. That is true. 

Senator Fercuson. Do you not think it is well we know that as 
well as our direct obligations? 

Mr. Kapuan. Exactly. 

Senator Ferauson. We have here today the Chairman of the Civil 
Service Commission and he will speak on the same matter. I wonder 
if we could not take Senator Carlson now. 


STATEMENT OF HON. FRANK CARLSON, A UNITED STATES 
SENATOR FROM THE STATE OF KANSAS 


GENERAL STATEMENT 


Senator Cartson. If you will permit me to speak a few words on 
behalf of this item Mr. Kaplan has so care fully given to the committee, 
it has been my privilege to go into this in a ‘general way and I am 
concerned about the accrued liability we have assumed. There are 
13 Federal retirement systems. 

The distinguished Chairman, Robert Ramspeck, made quite an 
exhaustive study in a strong statement saying it was time this Nation 
began to look into this for the future liabilities. Here we have an 
opportunity where a Commission that has been set up in the previous 
administration and carries on by the present administration, for a 
sum of two or three thousand dollars additional—I do not know 
exactly what Mr. Kaplan has requested, but the President recom- 
mended $410,000. The House voted $200,000 which I hope will be 
increased because I realize the importance of the work. I do not 
know anything that will be of greater benefit to the future of this 
country when it comes to getting these retirement systems coordinated 
into one program and at least know where our accrued liabilities 
are than this. I am concerned about the future. 

Senator Ferauson. We have had figures here running as high as 
$300 billion. I could not conceive that could be accurate, but it was 
so enormous it was very shocking. 

Senator Carison. It is shoc king. I think his report will be shock- 
ing. In fact, I hope it is so shocking we take a hold of it as we should 
as Members of Congress. We have an obligation here. I think we 
should do it. 

I realize the demand for funds. I hope this committee will give 
serious consideration to giving Mr. Kaplan the funds he needs for 
this work. I know it will pay dividends. 

Mr. Kaptan. The Senator may be interested to know that I have 
pruned this budget down in asking for only $275,000. It is going 
to be tough on my committee to do it, but we will do it. 
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EXAMINATION OF RETIREMENT SYSTEMS 


Senator DworsHak. Are you planning to examine the retirement 
systems allegedly adopted in foreign countries where nationais have 
been given retirement privileges? 

Mr. Kapuan. We are looking in that direction. We are asking all 
the systems to see what we can learn. I am trying to bring to this 
committee the experience that I myself have gained over the years in 
acting as national director of the ( ‘ivil Service League and as pension 
commissioner of the State of New York and in studying the private 
pension systems as well as the public utility pension systems. 

Senator DworsHak. What are you planning to do with tlie recom- 
mendations for retirement when you complete your work? 

Mr. Kapran. We are going to give you an objective study. 

Senator DworsHak. But the Civil Service Commission would not 
let anybody retire in the Federal payrolls. 

Mr. Kapitan. That may be some of the recommendations we may 
make, how to solve that problem. Then jt comes up to Congress how 
to carry it out once we have made an objective study. We are not 
coming in with any preconceived notions. We want the facts. We 
will give you the kind of recommendations that this group is equipped 
to give. It is up to Congress to know where to go from there. 

You will go back to a statement made in the Congressional Record 
by Senator Williams some 3 or 4 years ago. Somebody came before 
that committee and said the obligations were too big. Someone else 
— $5 billion. The Civil Service Commission said it was going to go 

0 $547 million. 

The next time they came back they said it was not going to cost the 
Government anything. Others said that these obligations in the 
retirement systems of the Federal Government now exceed the 
national debt which is a lot of nonsense. 

Senator Frercuson. You don’t think that is a fact? 

Mr. Kapian. No. It is a highly exaggerated statement. 

Senator Ferauson. That was made? 

Mr. Karuan. Yes. Once and for all, you at least get from if 
nothing else, what is involved in these systems. Then you will be 
able to tell what kind of changes, if any, you ought to make. 


COMPLETION OF STUDIES 


Senator Ferauson. You say you have completed two studies? 

Mr. Kapian. Two minor ones, the comparisons of these various 
pension systems we already have. 

Senator Fereuson. What do our obligations amount to under 
those two? 
i Mr. Kaptan. We cannot tell that yet, not until those two studies 
are made. Our work has been held up until those two studies are 
made. Until we know what those obligations are, we cannot tell you 
how much is involved. We cannot tell you whether it should be 
funded or pay as you go. We cannot tell you how they ought to be 
financed or how to recommend it. That is why it is so essential for 
us to secure the funds to conduct them. 

You are going to have it done at a bargain. 

Senator Fercuson. I think we can stand one bargain. 
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Mr. Kaptan. This at least is an unusual circumstance. I have 
been coming before your congressional committees for years. 

Senator Fercuson. We are glad you are part of that new broom, 
to try and get a bargain for the people, because we feel we have not 
had it. Therefore, I am all for you. 

Mr. Kapuan. You have presented with us a challenge. You say 
$410,000 is too much. Cut your cloth. We have studied it. We 
have come back with a cut cloth for you. 

Senator Fercuson. That is fine. Iam glad to see a man to come 
in here with some scissors. 

Senator Dworsuakx. Mr. Kaplan should be forewarned that he 
should not do too efficient a job or he will not be welcome. 

Mr. Kapian. I am aware of that. We are fortunate to be ap- 
pointed by one President and we were reappointed by another 
President. Iam entirely without feelings for it one way or the other. 

Senator Ferauson. At least you have enthusiasm which we need. 

Senator Dworsnak. How long will it take you to finish this job? 

Mr. Kapuan. We hope to have a preliminary report to the Congress 
by December 31 of this year and our final report before June 30. 

Senator DworsuHak. It should not take you 6 months to make the 
final report. 

Mr. Kapuan. It will take 4 or 5 months. These valuation studies 
will take 5 months before we can touch them. 

Senator Fereuson. Thank you. 


CounciL oF Economic ADVISERS 
STATEMENT OF ARTHUR F. BURNS, MEMBER 
GENERAL STATEMENT 


Senator Ferauson. Did you have something for the committee? 

Mr. Burns. My name is Arthur F. Burns. 

Senator Frreuson. What project are you on? 

Mr. Burns. I am with the Council of Economic Advisers. 

Senator Fercuson. We need some good advice along that line. 
How much money do you want to give ‘the President advice? 

Mr. Burns. That is a dangerous question, Senator. I hesitate to 
respond to the question in the precise form in which you have put it, 
for I might then ask for an embarrassing sum. 

Let me say only that I come here with somewhat mixed feelings. 
As a professional economist, I am keenly aware of the state of our 
Nation’s finances. I realize our budget is far out of balance. 

Senator Ferauson. When an economic adviser’s budget gets out 
of balance, we ought to get it back into balance. Can you not give us 
advice as to how to do it? 

Mr. Burns. You can get the Economic Advisers’ budget into a 
semblance of balance by doing two things. First, by granting to the 
Council of Economic Advisers the rather modest figure of $300,000 
which was requested originally. 


RESTRICTION ON TRAVEL EXPENSES 


Second, by lifting the restriction on travel expenditures which 
was recommended by the House Appropriations Committee. 
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Senator Fercuson, How much did the House recommend? It was 
a very small sum; $2,000, was it not? 

Mr. Burns. $2,000. 

Senator Fercuson. They do not want you to get too far from 
Washington. 

Mr. Burns. That would be a pleasure, as far as I am concerned, 
but you must realize the Council is in the process of being rebuilt. 

Senator Fercuson. How much do you need for travel? What is 
the least you can do with? 

Mr. Burns. I cannot answer that question. I have put down in 
my budget a provisional figure of $10,000. 

Senator Fercuson. Are you going to bring in advisers? Will it be 
necessary to pay travel expenses for advisers? 

Mr. Burns. It will be necessary to pay travel expenses for some 
advisers and not for others. 

Senator Ferauson. How much do you think it will cost to bring 
those in? We have got to take this up before the committe: on the 
markup and explain just why we want to increase this travel from 
$2,000. 

Mr. Burns. Let me explain the travel needs of the Council in quali- 
tative terms. I am able to do that. When it comes to putting down 
a precise figure, I simply have to take one out of the air. I will do 
the best I can, but I don’t want you to misunderstand. 

Senator Frercuson. I think we are pretty well experienced in hav- 
ing figures pulled out of the air. 

Mr. Burns. I did want to warn you on that. 


TRAVEL NEEDS OF COUNCIL 


The travel needs of the Council are as follows: The Council is in 
process of being rebuilt. That means that prospective Council mem- 
bers may need to be brought here. It means that key staff members 
will need to be invited for interviews. That is one of the Council’s 
needs for travel expense. 

Senator ELLENDER. Prospective people to be hired? 

Mr. Burns. That is right. 

Senator ELLenpeER. To pay their expenses to Washington to deter- 
mine whether or not they qualify? 

Mr. Burns. Yes; that may be necessary in the case of key staff 
members 

Senator ELLenper. I thought they would be anxious to get a job. 

Mr. Burns. Men of all sorts are anxious to get jobs. 

Senator ELLENDER. Why is it necessary to pay their expenses to 
and from Washington to find out whether or not they are qualified? 

Mr. Burns. It is not always easy to know whether a man will fit 
in @ position, unless you have a talk with him first. I have had a lot 
of experience in this field, and I have rarely hired a man unless I 
had @ face-to-face talk with him. 

Senator ELLenpER. How long have you been with the Council? 

Mr. Burns. I have been with the Council since March of this year. 

Senator ELLENDER. You succeeded whom? 

Mr. Burns. I find it difficult to answer that question. There 
were three Council members. 








220 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


FORMER COUNCIL 


Senator ELLENDER. Who formerly occupied the position you now 
occupy? 

Mr. Burns. The old Council had three members—Mr. Keyserling, 
Mr. Clark, and Mr. Turner. Thus far only one member of the Council 
has been appointed, and I am that one. 

Senator ExLenpeEr. Is it your idea to appoint two more? 

Mr. Burns. That is the President’s intention. 

Senator ELLENDER. What changes will be made from the former 
Council? 

Mr. Burns. Changes in what respect, Senator? 

Senator ELLENpDER. I am asking you. I don’t know. 

Senator Fercuson. How will the new Council differ from the 
old one? 

Senator ELLENDER. I see that you are going to spend more money. 

Mr. Burns. I have two questions before me. I will have to deal 
with them separately. 

As far as expenditure is concerned, the old Counc il had an appro- 
priation of $300,000. That is precisely the sum that I have requested. 

Senator ELLenperR. The appropriation for 1953 was $275,000, 
according to the data I have here. 

Senator Fercuson. There is the figure ‘4’? on that. That refers 
to a footnote, “includes $50,000 appropriated for salaries, White 
House officers, in second supplement of 1953.” 

Senator ELLenpeR. That is when they abandoned it. 

Mr. Burns. That figure of $275,000 calls for an explanation. 
$225,000 was appropriated for a 9-month interval, which means 
the appropriation was at a $300,000 annual rate. 

For the last 3 months of the fiscal year 1953 the Congress made no 
appropriation to the Council, but did allow a sum of $50,000 for an 
Economic Adviser to the President and his staff. 


SIZE OF STAFF 


Senator Fercuson. How large a staff will you have? 

Mr. Burns. I visualize a staff of approximately 30. Yet, I must 
say I am in the process of building a new organization, and I must 
feel my way as I go along. I do not wish to tie myself down to any 
rigid figure at this moment. 

Senator Fercuson. It looks like 30? 

Mr. Burns. At the present time, yes. 

Senator ELLENDER. How did you reach the conclusion you would 
need $300,000 if you do not know what your staff is going to be? 

Mr. Burns. I can tell you how. I have had some experience in 
research over a good many years. I know something of the costs 
that are involved in doing economic research. Every man brings 
to his job a certain experience and a certain background. I had di- 
rected, previously, the National Bureau of Economic Research. I 
also served as professor of economics at Columbia. I have served 
on many research boards of institutions of learning. 

At the National Bureau of Economic Research, which is well 
known as a very frugal organization, I had an annual budget of 
$600,000. When I came to the present job, which carries vastly 
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larger responsibilities, and considered the fact that the old Council 
operated on a budget of $300,000, I was, I may say, a little concerned. 
Yet, I felt that in view of the state of the Federal budget I could 
not very well at this time request of the Congress a larger sum. 
That is the way in which I arrived at the figure of $300,000. 

Senator Frereuson. Do you think that the fact that last year we 
had a deficit of $9.3 billion plus is going to mean that it will take quite 
a bit of work for the Economic Advisers? Were you not rather shocked 
at that deficit? Are you accustomed to deficits? 

Mr. Burns. Senator, I know that, over the past 23 years, 20 years 
have been deficit years. In that sense, I am accustomed to deficits. 

As for the specific figure, I was surprised, not shocked. It was a 
larger deficit than I had anticipated. 

Senator ELLENpDER. How many more or less employees will you 
have under this new setup than Mr. Keyserling had? 


USE OF CONSULTANTS 


Mr. Burns. Under the new setup I expect that we will have fewer 
employees than Mr. Keyserling had, even though the budgetary 
request is the same. The reasons are two. In the first place, I 
expect to make larger use of consultants than Mr. Keyserling did. 

In the second place, I may find it necessary to pay higher salaries 
in order to attract first rate investigators. 

Senator ELLenpEeR. Do you contemplate keeping any of the em- 
ployees that worked under Mr. Keyserling? 

Mr. Burns. I am keeping some now. 

Senator ELLenpDER. Can you give them to us? Can you give us 
the names of those you are going to retain? 


PRESENT EMPLOYEES AND SALARIES 


Mr. Burns. I will give you the names of the old employees of the 
Council who are with me at the present time in the Office of the Eco- 
nomic Adviser to the President. 

Senator ELLENDER. With their salaries, if you don’t mind. 

Mr. Burns. I think I have that. 

First, Mr. Joseph L. Fisher, who receives an annual salary of 
$11,050. 

Senator ELLENDER. What did he get prior to that? 

Mr. Burns. Exactly that figure. The same salary. That is true 
of all the individuals whom I shall name. 

The second is David Lusher, with a salary of $11,800; the third is 
Frances M. James, with a salary of $10,800; fourth, Catherine A. 
Heitzman, with a salary of $5,060; then Catherine T. Connors, with 
a salary of $4,295; and Dorothy L. Reid, with a salary of $4,295. 

In addition, I might say, I have as one of my consultants at the 
present time Robinson Newcomb, who was with the Council some 
years back but who left, perhaps 2 or 3 years ago. These are the old 
employees of the Council whom I have retained. 

Senator Fercuson. Do you have anything else you want to tell us? 

Mr. Burns. No; except to say that if the salary restriction, as 
recommended by the House committee, is allowed to stand, I. feel it 
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would be a crippling limitation on the Council’s activities. I use the 
word “crippling” advisedly. 

Second, I wish to say that if the budget is not restored to the 
$300,000 figure the Council, in my judgment, will not have adequate 
funds to finance its activities during the coming year. 

Senator Frereuson. I do not find in the act itself a restriction on 
salary. 

Mr. Burns. I meant travel. 

Senator Ferguson. Thank you very much for your presentation, 
Mr. Burns. 

I have a letter from Senator Flanders which I will insert in the 
record at this point. 

(The letter referred to follows:) 


CoNGRESS OF THE UNITED StaTEs, 
JoIntT COMMITTEE ON THE Economic Report, 
July 22, 1953. 
Hon. Sry.tes Bripces, 
Senate Appropriations Committee, 
United States Senate, Washington, D. C. 


Dear Senator Bripces: In your consideration of the budget needs of the 
Council of the Economie Advisers presently being reconstituted under the new 
administration, I wish to express the hope that the Senate Appropriations Com- 
mittee will provide adequate funds and at the same time not place crippling 
limitations on the expenditure of those funds. 

Last February and March the Council of Economie Advisers temporarily 
became inoperative for lack of funds. At that time Senator Taft, other members 
of the Joint Economic Committee, and I stated on the Senate floor how important 
we felt it was to provide the President with an adequate Council of Economic 
Advisers. 

I have been very impressed with Dr. Arthur Burns who is destined to be the 
new Chairman of the Council of Economie Advisers. His experience as Director 
of the National Bureau of Economic Research has given him invaluable experience 
in operating an economic office. 

I hope that the Council, under Dr. Burns, will be given as much financial support 
as was given the old Council under President Truman. It is my recollection that 
the old Council operated under an appropriation of at least $300,000 annual rate 
until it disbanded last February. I understand President Eisenhower has re- 
quested $300,000 fer the Council for the current fiscal year. 

A second point that should be mentioned is the $2,000 limitation on travel 
placed in the bill by the House. I believe it would be a mistake to put such a 
limitation on the Council. In reconstituting the Council it will be necessary to 
provide travel allowance for prospective Council members and top staff. Further- 
more, Dr. Burns has emphasized that he will avail himself of private research 
facilities in the universities and outside research groups. This will make it 
possible to conduct the Council’s overall functions at minimum cost. It will 
necessitate, however, considerable travel on the part of the Council and key 
staff people to organize and supervise the research that may be done in other 
cities. The Employment Act calls for the Council to work with the economic 
interest groups and all segments of the economy in arriving at sound programs 
that can be presented to the President. This also involves some travel. I there- 
fore hope that, this limitation on travel will be lifted. -I understand that in the 
early days of the old Council under President Truman and Dr. Edwin Nourse, 
travel expenses amounted to around $6,000 a year. 

As I have indicated to your committee before, and to the Senate, the economy 
in the near future may face its biggest test since adoption of the Employment 
Act in early 1946. As we move toward a more peacetime economy most of the 
problems that were with us at the time the Employment Act was discussed and 
passed in 1945 and 1946 are again with us. The Congress should make certain 
that the President is given adequate facilities to analyze the economic problems 
of the day and devise programs for dealing with them. 

Sincerely yours, 


Rapa E. FLANDERs, 
Vice Chairman, Joint Committee on the Economic Report. 


The next witness is Mr. Goodwin, Director of the Bureau of Em- 
ployment Security. 








the 
late 


on, 


the 


the 
ew 
ym- 
ing 


‘ily 
ers 
unt 
nic 


he 
tor 
ice 


ort 
at 
ite 
e- 


rel 


to 
Tr. 
oh 


il] 
y 
er 
ic 
1s 
he 
ie 


Qe moO ot < 





— 


i 
rg 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 223 


Bureau or EmpLoyMent Security 


STATEMENT OF ROBERT C, GOODWIN, DIRECTOR, ACCOMPANIED 
BY GERALD FOSTER, DON LARIN, CHIEF, FARM PLACEMENT 
SERVICE, AND DR. RALPH GREGG, MEDICAL DIRECTOR, ASSIST- 
ANT CHIEF, FOREIGN QUARANTINE, PUBLIC HEALTH SERVICE 


LETTER OF SECRETARY OF LABOR 


Senator Ferauson. We will put in the record a letter from Cabinet 
Officer Martin P. Durkin, Secretary of Labor. 
(The letter referred to follows:) 


DEPARTMENT oF LABOR, 
Orrick OF THE SECRETARY, 
Washington, July 16, 1953. 
Hon. Stytes Brivegs, 
United States Senate, Washington, D. C. 

Dear Senator Brivces: On June 23, 1953, the President forwarded to the 
Speaker of the House of Representatives a request for supplemental funds in the 
amount of $900,000 for the operation of the Mexican farm labor program under 
Public Law 78, 82d Congress. This program is administered by the Bureau of 
Employment Security in this Department. Cn July 10, 1953, the Committee 
on Appropriations of the House of Representatives submitted H. R. 6200, Report 
No. 762, without providing funds for this program. 

On July 7, the Senate considered the request of this Department for $1,600,000 
to operate the Mexican farm labor program until December 31, 1953, on which 
date the law was to expire. Legislation which has now passed both Houses of 
Congress will extend Public Law 78 for at least 1 additional year. The Senate 
reduced the Department’s request for $1,600,000 to $1,420,000, and this amount, 
plus the additional $900,000 now requested, will make $2,320,000 available for 
the full year’s operation. This compares with $2,800,000 appropriated for fiscal 
year 1953. Obligations during the same year were only $2,497,522 because of 
drought conditions and the resulting need for fewer workers which developed 
during the year. We are mindful of the need for economy in Government opera- 
tion, but we do not believe that funds for this program for fiscal year 1954 should 
be reduced further. If the House action on the request for the additional $900,000 
stands, this Department would be faced with the situation of curtailing the 
program to such an extent that it would be ineffective. As a result farmers would 
be unable to get Mexican farm workers in the necessary numbers and the produc- 
tion of food and fiber would be seriously hampered. 

In view of the above I urge you to hold hearings on this appropriation request 
and give representatives of this Department an opportunity to testify. 


Yours very truly, ‘ (an 
Martin P. Durkin, 


Secretary of Labor. 


PREPARED STATEMENT 


Senator Frrcuson. I will place your prepared statement in the 
record, and then you may highlight it, if you wish. 
(The statement referred to follows:) 


STareEMENT OF Rosert C. Goopwin, Direcror, Bureau or EMPLOYMENT 
SECURITY 

Mr. Chairman, on July 7 the Senate considered our request for $1,600,000 to 
operate the Mexican farm-lebor program until December 31, 1953, on which date 
the law was to expire. Legislation which has now passed both Houses of Congress 
will extend this legislation for at least 1 additional year. We therefore requested 
an additional $900,000 to provide $2,500,000 for oper2tion of the program for the 
full fiscal year ending June 30, 1954. The $2,500,000 would have provided 271 
full-time positions and 176.8 man-years of temporary personnel. 

The Senate reduced our request for $1,600,000 to $1,420,000. With the addi- 
tional $900,000 we are now requesting, a total of $2,320,000 will be aveilable for 
the full year’s operation. This will provide about 239 full-time positions and 
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175.8 man-years of temporary employment; 168 of the 239 full-time positions are 
in the field and 71 are at the departmental level. In making the reduction from 
our previous request which is required by the Senate action, 27 full-time depart- 
mental and 5 full-time field positions are being eliminated. 

The table which is attached to your copy of my statement shows the depart- 
mental and field positions and total funds provided in the appropriation for 1953 
the Eisenhower request for 1954, and the Senate allowance of $1,420,000 plus the 
$900,000 supplemental request. You will note that we have reduced our field 
positions by 38 from the 1953 level and our departmental positions by 65. This 
is approximately a 20-percent total reduction from the 1953 approval. The 
almost 50-percent reduction in our departmental staff also indicates the extent to 
which we have decentralized to the States parts of the program which were 
previously performed in Washington. 

It is estimated that from 200,000 to 225,000 workers will be contracted during 
1954. Inestimating the need for foreign workers, assumptions must be made as to 
acreage planted, expected yield, and availability of domestic agricultural workers. 
The third-largest crop production is in prospect this year according to the Crop 
Reporting Board’s July 1 report. The estimate of cotton in cultivation on July 1 
is 24,618,000 acres, or 9 percent less than the July 1 estimate of last year but 
12 percent above the 10-year average. Acreage of vegetables for commercial 
processing promises to be about the same as last year. The total volume of all 
crops in 1953 as now estimated would be exceeded only by 1948 and 1952. 

Our farm population and farm manpower have decreased steadily for many 
years. Between 1940 and 1952, the total population of the Nation increased 
25 millions, while the farm population declined from 31 millions to 25 millions, 
about 23 percent. The large crops of the last few years have been produced and 
harvested with a decreasing number of workers. In the 4 years 1946-49, the 
average monthly employment on the farm, including family and hired workers, 
averaged 11 million persons. In 1950-51, average enployment dropped to slightly 
over 10 million. In 1952, the average was down to 9.8 million; the number of 
seasonal workers has also declined. 

When I appeared before the Senate Labor-Health, Education, and Welfare 
Appropriations Subcommittee in April of this year. I explained in considerable 
detail the activities which are necessary in administering Public Law 78. I will not 
repeat this explanation, but I would like to underscore the several significant 
requirements in this program which create considerable administrative cost and 
need for personnel beyond that necessary for a simple recruitment and placement 
job. This program involves negotiation and agreenent with the Mexican Gov- 
ernment on a continuing basis for the use of their nationals; the need for Mexican 
farmworkers must be determined with due regard to the domestic labor supply; 
individual worker and employer contracts must be executed and their terms 
enforced and guaranteed; health examinations must be given to the workers 
before they are permitted entry into the United States, and they must be provided 
emergency medical and hospital care during the period our Governent is re- 
sponsible for them; and the program must be conducted in such manner that the 
employment of Mexican nationals will not adversely affect the wages and con- 
ditions of employment of American workers. 

The administration of this program also involves personnel for work in con- 
nection with a revolving fund established by the Congress for the purpose of 
providing transportation and subsistence for Mexican workers. This work 
includes continuous collections and disbursements from individual accounts. 
To date this fund has had receipts of almost $6 million and disbursements in 
excess of $4,100,000. As you know, it is financed by the collection of fees from 
the users of Mexican workers. From this fund during the past year, the Depart- 
ment provided about 2 million meals, transported about 200,000 workers distances 
up to 1,000 miles, and housed them for various periods of time. 

Mr. Chairman, we try to operate this program at a minimum cost. In 1953 
the appropriation was $2,800,000, and our obligations for the same period were 
$2,497,522, or a saving of $302,478. Our current request of $2,320,000 is an 
additional $177,522 below the 1953 obligation figure. Further reductions at this 
time would seriously impair the service furnished agriculture by this program. 

This concludes my statement Mr. Chairman. If there are any questions, 
I will be glad to answer them, 
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Comparison of departmental and field positions and total funds, fiscal-year-1953 
appropriation, Eisenhower budget, fiscal year 1954, and Senate allowance plus 
supplemental request, fiscal year 1954 
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| Amount ae a positions! | positions 

— Fiscal year 1953...........-.-.----------- ? $2, 800, 000 100. 0 136 382. 8 518.8 

to Eisenhower budget..-. a ane 3 2, 500, 000 89.3 98 349.8 447.8 
| Senate allowance: $1,420,000 plus 

ere $900,000 supplemental... .....-------- 5 2, 320, 000 82.9 71 344. 8 415.8 

ing 1 Includes 176.8 man-years of temporary employment. 

i : Requested. 

‘op MEXICAN FARM PROGRAM 

y | 

at Mr. Goopwin. Mr. Chairman and members of the committee, on 

ial July 7 the Senate considered our request for $1,600,000, to operate the 

om Mexican farm program until December 31 of this year. We could 

ny not go beyond that because that is when the law expired. 

ed We have before you today request for the last 6 months of this 

as, ear. 

- . Senator Ferauson. You are talking about the fiscal year? 

rs, Mr. Goopwin. Yes. Since July 7 both the Senate and the House 

ly have passed a law extending Public Law 78. We do not know yet 

of what the time period will be, because there is no agreement between 

rc conferees as yet, but it will be a minimum of 1 year, which is the 

> length of time in the House bill. It was 3 years in the Senate bill. 

ot So, we are here today asking for $900,000 for the second half of the 

nt fiscal year. 

- The Senate reduced our request of $1,600,000 to $1,420,000. The 

2 $900,000 for the second half of the year would give us a total of 

nD $2,320,000. 

y; Senator Ferauson. That is more than you asked for originally, 

- $1,600,000? 

d Mr. Goopwin. That was for the first 6 months only. $2,320,000 

e- is for the full year. That would give us 239 full-time positions and 

e 176.8 man-years of temporary employment; 168 of the 239 full-time 

positions are in the field, and 71 are in the Department office. 


z We have attached a table to the testimony which was submitted to 
of the committee, which gives the amount that is available in fiscal 1953, 
k which was $2,800,000, the revised amount or the Eisenhower budget 
P being $2,500,000, and the amount we would have for the full year if 
. the $900,000 were appropriated, which is $1,420,000 plus $900,000, or 
} $2,320,000. 
8 That table tells the story on what will be available. It is about 
82.9 percent of the amount available in fiscal 1953. So it does repre- 
sent a considerable saving over the Jast year. 

We gave the committee a rather full explanation of the program at 
s the time we justified the first 6 months’ request. I would only like 
. to say today that the farm — and particularly the farm work- 
’ ing population, has been declining. It has been necessary to supple- 

ment the farmwork force with some foreign workers. 
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1954 ESTIMATE OF IMPORTED WORKERS 


We estimate that in this fiscal year we will bring in between 200,000 
and 225,000 Mexican workers. They will be used in 28 different 
States. At least, that was our experience last year, although the 
heaviest concentrations are in about 5 or 6 States—California, New 
Mexico, Arizona, Texas, and Arkansas. 

We have been trying to operate the program at a minimum cost. 
In 1953 the appropriation was $2,800,000. Our obligations for that 
period were only $2,497,000 or a saving of about $302,000. 

Our current request of $2,320,000 is an additional $177,000 below the 
1953 obligation figure. But we feel that it will be necessary to have 
the full $900,000 if we are not to drastically reduce the services of this 
program. 

If there are any questions, I would be glad to try to answer them. 

Senator Frercuson. I have glanced over your statement. We 
understand what you have in mind. Thank you very much for your 
presentation. 

I shall place in the record the justifications submitted by the Depart- 
ment in support of this request for $900,000. 

(The material referred to follows:) 


SALARIES AND EXPENSES, MEXICAN Farm LaBbor, BUREAU OF EMPLOYMENT SECURITY 


Obligations by objects 




















Senate acti Supp £ sec 
Object classification | eee Pa ag Mavens jatel, 
| Tae te Beeld et EN, 
Total number of permanent positions ip aieianiine adrwited 239 ie, “ee 239 
Full-time equivalent of all other positions. é “ 122 +55 177 
Average number of all employees. - . ; : | 256 | +155 411 
as ee Ss 

01 Personal services: 

Permanent positions , celia $623, 100 +$488, 437 $1, 111, 537 
Part-time and temporary positions... ; 312, 000 +138. 300 450, 300 
Regular pay in excess of 52-week base--.- ---- whit . +4, 363 4, 363 
Payment above basic rates--.._-- pane 72, 900 +37, 300 110, 200 
Total personal services wane 1, 008, 000 +668, 400 1, 676, 400 
02 Travel ise a ud dices d 125, 000 +75, 000 200, 000 
03 Transportation of things.__. ; a ‘ . 7, 000 +3, 000 10, 000 
04 Communication services , sveasbae 3 38, 000 +22. 000 60, 000 
05 Rents and utility services . iA oteeckves : 10, 000 +6, 000 16, 000 
06 Printing and reproduction is alan ki 6, 000 +7. 000 13, 000 
7 Other contractual services... ; i dnvbbeedtmnchass 59, 000 +13, 000 72, 000 
Services performed by other agencies. .............---. 140, 000 +92, 800 232, 800 
08 Supplies and materials ca SA 7 ‘ 15, 000 +4, 000 19, 000 
09 Equipment $$} ode ebin ne 6, 000 +4, 000 10, 000 
15 ‘Taxes and assessments ._. aaa = abies Ghai 6, 000 +4, 800 10, 800 
Pepper ere pen ediemeesiteinionde abel punsiiemainfesepiniiats 
EINE BOCIII NG oadetin siitignn $s nepoghannteepsebened 1, 420, 000 +900, 000 2, 320, 000 





Obligations by activities 


| 
Senate (Supplemental) Revised 

















Description action, estimate, total, 
| 1954 1954 1954 
queremepbresmpeee pinemengeipenemented ——, eties 
1. Determining foreign labor requirements ‘ $69, 290 | +856, 500 $125, 700 
2. Supplying foreign labor requirements 872, 200 +4096, 100 1, 368, 300 
3. Detertrining compliance with contract provisions_.......--| 260, 800 | +185, 800 446, 600 
4. Establishing prevailing wage rates Z al 73, $00 +57, 200 131, 000 
5. Legal services 3 ; ‘ 24, 800 | +16, 800 41, 600 


6. Executive direction and management..-..-... s 119, 200 | +87, 600 206, 800 


Obligations incurred he ae 1,420,000 | +900, 000 | 2, 320, 000 
| j 
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JUSTIFICATION 


Action already taken by the Senate will provide $1,420,000 for operation of the 
rogram through December 31, 1953, when Public Law 78 would have expired. 
ith both the House and the Senate approving the extension of Public Law 78 
for at least 1 year, an additional $900,000 which we are now requesting, making 
the total request $2,320,000, will be required for the full fiscal year 1954. 

It is estimated that from 200,000 to 225,000 workers will be contracted during 
1954. In estimating the need for foreign workers, assumptions must be made as 
to acreage planted, expected yield, and availability of domestic agricultural 
workers. The third largest crop production is in prospect this year according to 
the crop reporting boards’ July 1 report. The estimate of cotton in cultivation 
on July 1 is 24,618,000 acres, 9 percent less than the July 1 estimate of last year 
but 12 percent above the 10-year average. Acreage of vegetables for commercial 
processing promises to be about the same as last year. he total volume of all 
crops in 1953 as now estimated would be exceeded only by 1948 and 1952. 

Our farm population and farm manpower have decreased steadily for many 
years. Between 1940 and 1952, the total population of the Nation increased 25 
million while the farm population declined from 31 million to 25 million, about 
23 percent. The large crops of the last few years have been produced and har- 
vested with a decreasing number of workers. In the 4 years 1946-49, the average 
monthly employment on the farm, including family and hired workers, averaged 
11 million persons. In 1950-51, sverage employment dropped to slightly over 
10 million. In 1952, the average was down to 9.8 million; the number of seasonal 
workers has also declined. 

For many years the number of workers in the farm labor force inereased about 
100 percent from the low in January to the peak in September. In 1950 the 
increase in the peak of employment in September over the January low was 87.4 
percent. A year before the percentage increase was 98.5 percent. In 1951 it was 
90 percent, and 1952, 94 percent. 

New decentralized procedures for wage findings and for certification of necessity 
for importation of foreign workers are now in operation and are provided for in 
this request. 

For 1953, Congress appropriated for the operation of the program $2,800,000. 
Of this amount, approximately $2,500,000 was expended and $300,000 saved. 
Our anticipated expenditures for this year of $2,320,000 represents a reduction of 
$480,000 below last year’s appropriation and $180,000 below last year’s expendi- 
tures. The number of full-time positions has been reduced from 342 to 239; 
176.8 man-years of temporary employment will be required in the field during the 
year. These employees will be used along the border and in Mexico as needed to 
meet workload requirements. 


EXPLANATION OF OBJECT COSTS 


Personal services-—Funds requested will provide 239 full-time positions (71 
departmental and 168 field) and the equivalent of 176.8 man-years of temporary 
employment in the field for the operation of the Mexican farm labor program. 
Total funds requested for personal services is $1,676,400. 

Following is a breakdown by organizational unit between professional, clerical, 
and temporary staff: 
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Organizational Unit _—_ Clerical ——. Total 


Departmental: 
Office of the Secretary 
a a e cupembenunaoual 
| BEN Sar ee Te eee 
Budget and Management Service 
Division of Reports and Analysis 
Farm Placement Service: 

Office of the Chief_...........__- 
Review and Certification branch 
Determinations branch 
Division of Foreign Labor: 
eI cick dict a ee 
I I in, sn kcodbdbidépbonohapeietes 
Compliance branch 
Records branch 
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Travel.—The amount of $200,000 requested is $11,700 less than 1953 experience 
and is attributed to the reduction in personnel. 

Transportation of things—An amount of $10,000 is included for the shipment 
of supplies and cavipnamt, for costs incident to the shipment of employee’s 
personal effects on change of station, and for payment of postage for parcels 
weighing more than 4 pounds, consisting of forms, manuals, and other materials 
that will be shipped to the migration and reception centers and regional offices. 
This is a reduction of $2,100 from 1953 experience. 

Communication services.—The amount of $60,000 requested is $9,200 less than 
1953 experience. Toll charges on this type of program are exceptionally heavy 
due to the distance between the migration and reception centers, the regional 
offices, and the headquarters and because of the necessity for fast communication 
to keep an even, orderly flow of workers from Mexico to the United States. 

» Rents and utility services—An amount of $16,000 will be required for rental 
of premises and payment of utility services at the reception centers, and to furnish 
space and utility services for the compliance officers stationed away from their 
offices. This is a reduction of $2,700 from 1953 experience. 

| Printing and reproduction—Funds requested will provide for printing and 
reproduction as follows: 


nee. ake beeeabstansieiiuendreadsladn $3, 000 
225,000 worker contracts (signature page only)_.....-.-..--.--------- 1, 750 
10,000 manifest of Mexican agricultural workers_._.................--- 400 
25,000 employer assignment manifest__-_-_.........-.--------------- 4, 300 
200,000 conditional permit for Mexican agricultural workers-_-__.....--- 2, 200 

20,000 agreement for reimbursement to the United States recontracting 
RIINER 5 nn ccc nas cnwctaeinniaie Ciba wankedadabedceas 150 
ON NG a oii cirnicncncnincacnhatoeaknwcbnmnnalenaaiaaes 1, 200 
13, 000 


This is a reduction of $2,100 from 1953 experience. 

Other contractual services.—The amount of $72,000 is requested for this category 
and is the same amount as experienced in 1953 to provide for physical examination 
hospitalization, and burials of Mexican workers, and repairs to office machine an 
equipment. . 

Services performed by other agencies.—An amount of $232,800 is requested for 
1954 as compared to $185,575 experienced in 1953. Of this amount $230,000 is 
for the Public Health Service and will permit the Public Health to acquire ade- 
quate staff. During 1953 recruiting difficulties left centers without adequate 
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Public Health Service staff and slowed down the contracting of workers, With 
adequate staff the whole contracting procedure will be speeded up by reducing 
the time between the taking of X-rays and reading the films and reduce the 
overall cost of the program. 

The balance of $2,800 is to provide for tabulating and reporting services and is 
comparable to 1953 experience. 

Supplies and materials—The amount of $19,000 will provide miscellaneous 
office supplies and duplicating materials and is computed on the basis of approxi- 
mately $46 per man-year of employment which has been our 1953 experience. 

Equipment.—The estimate of $10,000 will provide $3,000 for air-conditioning 
units at 2 reception centers; replacement of 2 worn-out calculators at an approxi- 
mate cost of $700 each; replacement of 20 worn-out typewriters at the centers at 
an average cost of $133 or $2,700; the balance or $2,900 is for replacement and 
purchase of miscellaneous office equipment, such as desks, chairs, and filing 
cabinets. This is a reduction of $8,700 from 1953 experience. These are non- 
recurring changes. 

Taxes and assessments.—The amount of $10,800 will provide for the employer’s 
tax on wages paid employees subject to the Federal Insurance Contributions Act 
and is based on 1953 experience. This is a reduction of $4,200 from 1953, 
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Senator Ferauson. The next item is the “United States Depart- 
ment of Agriculture, defense production activities.”’ 


DEPARTMENT OF AGRICULTURE 
SALARIES AND EXPENSES, DEFENSE PRODUCTION ACTIVITIES 


STATEMENTS OF MARCUS B. BRASWELL, DEPUTY ADMINISTRA- 
TOR, PRODUCTION AND MARKETING ADMINISTRATION, 
DEPARTMENT OF AGRICULTURE; R. P. BEACH, BUDGET OFFI- 
CER, PRODUCTION AND MARKETING ADMINISTRATION, DE- 
PARTMENT OF AGRICULTURE; FRED J. ROSSITER, ASSOCIATE 
DIRECTOR, FOREIGN AGRICULTURAL SERVICE, DEPARTMENT 
OF AGRICULTURE; AND O. V. WELLS, CHIEF, BUREAU OF 
AGRICULTURAL ECONOMICS, DEPARTMENT OF AGRICULTURE; 
AND JOSEPH C. WHEELER, DEPUTY DIRECTOR, OFFICE {OF 
BUDGET AND FINANCE, DEPARTMENT OF AGRICULTURE 


GENERAL STATEMENT 


Mr. Wueeter. We have two items to discuss with your committee 
this afternoon. The first one was considered by the House. The 
second one came to you directly from the President yesterday. If 
it is agreeable to you, we would like to discuss first the item of 
$350,000 which was submitted by the President on June 15, for the 
defense production activities of the Department of Agriculture. 

The estimate of $350,000 for the fiscal year 1954 compares with 
$2 million appropriated for 1953, of which approximately $1,860,000 
was actually used. The amount of $350,000 represents a restrictive 
approach to the financing of the Department’s defense production 
activities. It covers only employment of persons working directly 
in carrying out our responsibilities under the Defense Production 
Act. 

The House bill that is before you does not include any funds for 
this purpose. However, section 1210 of the bill does provide au- 
thority to finance defense production activities by transfer from 
other appropriations available for salaries and expenses in the De- 
partment of Agriculture. It is assumed, therefore, under the terms 
of the House bill, that the Department would be expected to finance 
these activities, pursuant to that authority. 

As you know, from the letter sent to you from the Secretary of 
Agriculture, the Department recommends that funds be restored to 
the bill so that these activities, which were not taken into account 
in Congress’ consideration of the regular 1954 appropriation bill, 
would be financed from this special fund rather than being financed 
from appropriations which the Congress is now in the process of 
making for other purposes. 

Senator Frercuson. At this point in the record the letter of July 
16, 1953, from the Department of Agriculture and the justification 
statement will be inserted. 

(The letter and justifications referred to follow:) 
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DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, July 16, 1958. 
Hon. Sryies Bripaes, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear Senator BripGces: On June 15, 1953, the President submitted to the 
Congress an estimate of $350,000 to provide funds for the Department of Agri- 
culture’s functions under the Defense Production Act. These functions include 
requirements and allocations activities relating to food and agricultural commodi- 
ties, mobilization-readiness planning, farm wage and labor studies, and analysis 
of data on foreign production and trade in agricultural commodities. 

As passed by the House, the supplemental appropriation bill does not include 
funds for this purpose. The Department’s workload under the Defense Produc- 
tion Act has diminished greatly and the activities no longer required have been 
eliminated. There has been an extensive reduction in force and the only remain- 
ing defense production personnel are those forming a nucleus staff to perform 
the minimum work necessary for activities deemed to be required by Executive 
order or by directive of the Office of Defense Mobilization issued under the terms 
of the Defense Production Act. 

Section 1210 of the bill would provide authority to finance defense production 
activities from any appropriations for salaries and expenses which may be avail- 
able to the Department, and it is assumed that under the terms of the House bill 
the Department would be expected to finance these essential activities pursuant 
to this transfer authority. However, the estimate already contemplates the use 
of the authority in section 1210 to finance all work on defense production activities 
except the direct expenses of the special or nucleous staffs working solely on 
defense production activities. 

The Department recommends that the estimate of $350,000 be restored to the 
bill, since these costs were not included in the regular estimates of the Devartment 
of Agriculture nor in the Department of Agriculture appropriation bill for the 
fiscal year 1954 as it passed both the House and the Senate. Thus, in order that 
funds appropriated for the regular work of the Department can be used for the 
purposes contemplated by the Congress, it is important that direct costs identified 
specifically with the Defense Production Act be financed from special funds 
appropriated for that purpose. 

The Department will be glad to furnish any additional information you may 
require. 

Sincerely yours, 
J. Eart Coxe, 
Acting Secretary. 


Salaries and expenses, defense production activ*ties 


Aneonttetien) 1608. . dic. Oi. 4 UL Ged Le $2, 000, 000 
Goetiont te Boar Ol, 1000 6. iic - kid csewis- ses hh. conten 1, 724, 612 
TON, AR” CI oo nrebeatiats cape m gh al aid be eeeahiteeinaeeete 1, 625, 243 
sg apa lates eset fi fet Be thy estat 350, 000 
Employment: 
Average number current appropriation__............-.------- 297 
Average number budget estimate, 1954_.............-.------ 53 
Actual employment, May 31, 1953_.......-..-..-------.-.-- 206 
LANGUAGE 


For expenses necessary to enable the Department of Agriculture to carry out 
its functions under the Defense Production Act of 1950, as amended, [$2,000,000] 
$350,000. 
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Project statement 





Obligations 
Agency or activity 1953 1954 Increase 
esti- esti- (+) or de- 
mated mate crease (—) 
1, Production and Marketing Administration: 
(a) Requirements and allocations. ---_- ConednGnapea ee $716, 800 $104, 140 — $612, 660 
(6) Materials and facilities............................- 994, 748 158, 860 —835, 888 
GE sc ditctlliinciths cncnscndblatinvciemernds 1, 711, 48 263, 000 —1, 448, 548 
2. Forest Service: (a2) Special studies of timber resources and 
forest products industries, and other technical assistance, 
under the Defense Production Act...........--....------ co —10, 000 
3. Foreign Agricultural Service: oan) | ee ue 2 
(a) Requirements and allocations... ................---]...-.-.-...--- 11, 000 +11, 000 
(6) Agricultural machinery and supplies. _...........-.- SE Wis denitnaaneecinn —27, 000 
(c) Commodity analysis of strategic imports. .......... 41, 000 25, 000 —16, 000 
(d) Analysis of potential foreign production for United 
States raw material requirements__...........---- 9, 000 COED 8. ae degen 
PONE «sn onrnnsbactiittcupenniidnonnauyaleg 77, 000 45, 000 —32, 000 


4. Bureau of Agricultural Economics: 
(a) Preparation of data on farm wages, farm labor sup- 
RE ee 67, 000 32, 000 --35, 000 
(b) Dev lopment of production capacities and require- 





























Lie batt brains Retied alti igh oil heat tinted ae «its a0 a ee —10, 000 
(c) Special ¢ estimates in crop and livestock price fields-- TO00 becuis...2i5 ita —29, 000 
NE cede Cree eben. 106, 000 32, 000 —74, 000 
5. Office of Solicitor (legal services). ..........--.------------- 17, 575° 10, 000 | —7, 575 
6. Office of Information: 
A Po een RN Dis kiatenanies —30, 500 
OS RE at SE PE Ie A ARE Se ot 
(c) Motion-picture and television films_---...........-- 8, 500 |...__- etndnae dll —8, 500 
SUI cosh tediiantien natinihnes tiaadeaenkebthetn Bs BE Bikide ctehetitie —39, 000 
7. Office of the Secretary (departmental supervision and secu- 
GUCy TUCRITRUNET WUD enone cnnccannetsineeuecnavenmcesun a ee —30, 452 
mune eben ek ek ke 1, 991, 575 350,000 | —1, 641, 575 
Unobligated balance, estimated savings...................-..- 8, 425 —8, 425 
————————"_[]U cC*CLl li == OS 
Total appropriation or estimate......................... 2, 000, 000 350, 000 — 1, 650, 000 





JUSTIFICATION OF EsTIMATES, PRopUCTION AND MARKETING ADMINISTRATION 
Salaries and expenses, defense production activities 


SIO, Cs a obs od incite ees ere ethan wie atededh deataane scehiebeesh $1, 711, 548 
Transferred from ‘“‘Supply and foreign purehase program, 

Production and Marketing Administration,” pursuant 

to Public Law 547: 


Initial transfer based on estimated workload - _---- $500, 000 
Returned due to decrease workload and operating 
CO kN aia ean td eh nena chen — 500, 000 
CE ie Ek ated, nme ophideneene <1 1, 711, 548 
FROOGRE: CURIORED, DR Rs siete <ineses Hh datly addins debe dcwcpacnne 263, 000 
STE. «<li sittin aneeia e eleiiateadtntshnilbte nen — 1, 448, 548 


Summary of decreases, 1954 


Decrease incident to smaller workload in requirements and alloca- 

OU is ie al ten hE A eran a elntesdbots in Gab éhh oft 5 Wine — 612, 660 
Decrease incident to smaller workload in materials and facilities 

NN arno. oS ier aetna erteeiind ode Ae iden AE AS ba Beka Ae — 835, 888 
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Project statement 














| | 
. Program 1954 (esti- 
Projects or functions Base decrease mated) 
| 
|_| =" ] 
(a) Requirements and allocations $716,800 | —$612, 660 $104, 140 
(bo) Materials and facilities..........- 994, 748 —835, 888 158, 860 


UN Feri ccs 17d ed Shas cid eceed, Cngele | 1, 71, 548 | —1, 448, 548 263, 000 


DECREASES 


Project (a). Requirements and allocations 


Decrease of $612,660 due to elimination of administration of defense food 
orders 1 (castor oil) and 3 (import controls on certain dairy products and fats 
and oils) and work on prices; and reductions in the work on requirements and 
allocations of food to be financed from this appropriation. 

Project (b). Materials and facilities 

Decrease of $835,888 due to (a) elimination of work directly related to the 
controlled-materials plan and all formal controls in connection therewith; (b) 
elimination of work in supporting and expediting formal applications by farmers, 
food processors, distributors, and industries for priorities assistance in procure- 
ment, including crawler tractor applications; (c) elimination of work in connec- 
tion with issuance of port facility permits under DTA-2 which was suspended 
until further notice on March 9, 1953; (d) reduction in the work on applications 
for section 302 loans and certificates of necessity for tax amortizations; and 
(e) reduction in the work on agricultural manpower. 


1954 PROGRAM OBJECTIVES AND PLANS 


Basis for estimate.—The estimates of the cost of defense production activities 
to be incurred by PMA in the fiscal year 1954 are based on the following 
assumptions: 

1. That 8. 1081, 83d Congress will become law in substantially the same 
form as passed by the House. This, of course, excludes import controls as 
provided for in section 104 of the Defense Production Act, as amended, as 
well as the authority concerning price controls. 

2. That responsibilities included in S. 1081, as passed by the House, and 
a, delegated to PMA under existing law will also be carried out by 

>MA in the fiscal year 1954, 

3. That only a nucleus specialist staff be retained by PMA to perform 
the minimum work necessary to carry out its responsibilities, 

4. That any work that may be performed in PMA on defense activities, 
other than that performed in the nucleus specialist staff will be financed 
from regular funds under authority to be granted in the supplemental appro- 
priation bill. (Such costs will be recorded as costs of defense production 
activities; hence the amount of this estimate cannot be regarded as a limita- 
tion on the total use of funds for defense activities.) 

Plan of operations.—The Office of Requirements and Allocations, the Office of 
Materials and Facilities, the manpower staff, and the program staff are being 
combined into one organizational unit for mobilization activities. This unit will 
carry all of the workload for which defense funds are being requested for the fiscal 
year 1954. The staffing pattern for the combined mobilization-activities unit is 
designed to retain the qualified specialists necessary for absolute minimum atten- 
tion to the varied responsibilities of PMA in the different fields of defense activities. 

Those responsibilities include the following: 

1. To keep currently abreast of the situation with respect to materials and 
facilities needed for production of food and fiber and work with other agencies and 
suppliers in expediting and providing informal assistance to farmers, food proces- 
sors and distributors and industry serving agriculture; 

2. To continue the work of determining the requirements of the military serv- 
ices, civilian population, and other claimants for domestically produced or im- 
ported foods and other agricultural commodities and the work of relating require- 
ments to supplies and allocating available supplies to the various claimants when 
necessary ; 

3. To participate in mobilization-readiness planning on the basis of assumptions 
griisted by the Office of Defense Mobilization in order to fulfill the Department’s 
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responsibility for developing the greatest possible strength and mobilization readi- 
ness on the part of American agriculture; 

4. To keep manpower agencies informed of developments in order to assure that 
agricultural manpower is fully recognized in overall manpower programing and 
operations; work with Selective Service, United States Employment Service, the 
Department of Defense, and others in carrying out manpower policies as they relate 
to agriculture; 

To investigate and make recommendations on applications for accelerated 
tax amortization under section 124A of the Internal Revenue Code and applica- 
tions for loans under section 302 of the act; and 

To perform the necessary planning work for the imposition of controls on 
agricultural commodities and materials so that there will be minimum delays in 
taking desired action in the event serious economic dislocations develop which 
threaten the national security or welfare. 


Foreign agricultural service 


ee. ee ee ee ee nn wwe s hnnemenanen 77, 000 
NNT eee tees eae aan ae “45, 000 
te ee er. Se oes oe See 000 


Summary of increases and decreases, 1054 


To provide for requirements and allocations on rice _ - _- , +-$11, 000 
Decrease resulting from elimination of studies of foreign require ments 

and exports of agricultural machinery and supplies_-—----_- _. —27, 000 
Decrease resulting from elimination of sugar, cotton, and grain report- 

ee Vea uce IQR re OLR Gee Date a : _.-.. ~—16, 000 


Project statement 


> ‘ Increase or 1954 (esti- 
Project or function | Base | daavenae taater? 
(a) Requirements and SDs nteccnce waded 3b4e> enccaeradinéeda<enb-a60 +$11, 000 $11, 000 
3 Agricultural machinery and supplies ‘ ataeere $27, 000 —27, 000 oh esl : 
¢) Commodity analysis of strategic imports__ 41, 000 —16, 000 25, 000 
(d) Analysis of potential foreign Petaran 5 for United States 
raw-material] requirements. .------....-.----.---------- 9, 000 pnseitiwnin 9, 000 
TOA, Sadie op cbs iin wk askin lene dinatcn cageudbs 77, 000 —32, 000 45, 000 


INCREASES OR DECREASES 


Project (a). Requirements and allocations 


Increase of $11,000 for requirements and allocations on rice. 

The Foreign Agricultural Service has been charged with increased responsibili- 
ties in connection with the implementation of programs having a bearing upon our 
relations with other countries. Some of these factions have heretofore been exer- 
cised in the Production and Marketing Administration. However, the Foreign 
Agricultural Service has been assigned the responsibility for determining foreign 
requirements of rice and fixing allocations of exports of this scarce commodity 
under the defense program. . * order to perform this function it will require 
additional collection and analysis of rice data to ascertain the most equitable 
distribution of the limited exports. In the event that world developments indi- 
cate impending shortage of other agricultural commodities, additional funds would 
be needed to develop the necessary factual information. 


Project (b). Agricultural machinery and supplies 
Decrease of $27,000 due to elimination of studies of foreign requirements and 
exports and of agricultural machinery and supplies. 


Project (c). Commodity analysis of strategic imports 

Decrease of $16,000 because world supplies of sugar, cotton, and grain are 
considered ample to meet the needs of thet Jnited States and its allies. 

In 1954 analyses of foreign production and supplies of strategic imports will be 
required as follows: 

Cordage.—Adequate supplies of cordage, particularly binder and baler twine, 
of burlap bags for packaging crops and feed, and of jute bagging for cotton bales, 
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are important to agricultural production, not only in the United States, but in most 
other countries. Moreover, part of the world cordage production is essential to 
the development of military equipment. The United States is dependent almost 
entirely upon foreign supplies. It is proposed to continue the collection and 
analysis of information on present and potential output of these fibers in the vari- 
ous parts of the world where they are produced. It is not possible for the Service 
to supply even a minimum world coverage on these commodities from funds 
available from its regular appropriations. 

Oils.—The small allotment of funds from the defense production appropriation 
has made it possible to obtain and interpret information on palm and castor oil 
production in the areas like southeast Asia, West Africa, and Brazil where they 
are produced. Supplies of these oils are essential to the development of military 
equipment. There has been a noticeable downward tendency in the production 
of palm oils which needs to be studied and analyzed for the benefit of manufac- 
turers in this country. 

Tropical products.—There are a number of essential tropical products not pro- 
duced in the United States which have strategic value. Among these are pyreth- 
rum, cinchona, pepper, and some of the essential oils. Information about these 
products must be obiained by inquiry to the foreign centers of supplies. 

Wool.—The United States is dependent upon foreign supplies for nearly 70 
percent of the wool used for civilian and military purposes. The level of wool 
production and stocks abroad, together with the probable impact of requirements 
of other nations on these foreign supplies, needs to be continued until such time 
as the period of international tension can definitely be said to have passed. Funds 
available from regular sources are not sufficient to accord this important com- 
modity the attention it deserves in view of its strategic importance. In 1952-53 
foreign developments, with respect to these commodities, were followed closely 
from the standpoint of their distribution in relation to the defense activities of the 
) manag States. There will also be a lessening of effort on both wool and strategic 

bers. 


Project (d). Analysis of potential foreign production for United States raw-material 
requirements 

Increased Communist aggression in southeast Asia and more intensive 
racial unrest in many parts of Africa increase the significance of the economic 
study of southwest Africa to determine (1) the possibilities of this area as a sub- 
stitute supplier of essential commodities now obtained from southeast Asia and 
(2) the importance of this area as a supplier of agricultural products for United 
States consumption or industrial uses. Since west Africa is an essential producer 
of agricultural products of importance to the United States, details regarding 
actual and potential output, sources of food supplies and requirements and prob- 
lems of stimulating further production of agricultural products in this area are 
of particular significance for defense purposes. : . : f 

Because of the potential as well as economic problems involved in this project, 
it is requested that funds be provided to complete the regional analysis which 
has now been started for the other countries and territories in addition to Nigeria, 
and to combine the various studies into a comprehensive report on the agriculture 
of southwest Africa. 


Bureau of Agricultural Economics 


Alioaation, 1053, and: base for. 1954... 6c cinneciie a spinda tweed neaen cg $106, 000 
Department estimate, 1056. ..... 22-25 sae e oso oe eee nnn nee 32, 000 


Decrease (reduction in work on production capacities and require- 
ments, prices and crop and livestock reports) --.-.-------------- — 74, 000 


Project statement 





Projects or functions Base Decrease Estimated 
(a) Preparation of data on farm wages, farm-labor supply, and 
paiepnnts,. . ... one —-eseencn- Gennes eneens = -Panes $67, 000 —$35, 000 $32, 000 
(6) Development of production capacities and requirements - - 10, 000 —10, 000 }.....-...-.-.. 
(c) Special estimates.in crop, livestock, and price fields. --..-- 29, 000° rf GUD incnwedpicusen 
inde ctandnvccntecsansrtgnnascateeenemangeensanets 106, 000 —74, 000 32, 000 
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DECREASES 


Decreases amounting to $74,000 are recommended below the allocation for 
1953 due to elimination of certain activities on the development of production 
a and requirements, price compilations, and special crop and livestock 

ata. 
CURRENT PROGRAM AND 1954 PLANS 


Work performed under the current Defense Production Act program of the 
Bureau of Agricultural Economics has been grouped under three activities: 


Project (a). Preparation of data on farm wages, farm labor supply and requirements 

In 1953, the House Appropriations Committee, in its report on the supple- 
mental appropriation bill, 1953 (H. Rept. 2316, p. 62) included $75,000 for this 
activity. However, only $67,000 will be used during the current fiscal year for 
carrying Out studies in the field of farm manpower. In cooperation with State 
agricultural experiment stations and the Bureau of Employment Security of the 
Department of Labor, the Bureau was able with these funds to conduct a series 
of local surveys in special problem areas and to make the beginnings of an inte- 
grated analysis of the national farm manpower situation. actual information 
from these studies, which has been seriously needed both by public agencies and 
by private groups and individuals, has been developed and widely used. The 
analyses have covered areas of unemployment and partial employment, as well 
as areas having deficits of seasonal and regular farm labor. national survey 
is being made of all recently discharged veterans of the Korean war who were 
farmworkers before entering service to find out the effect of military service in 
reducing the supply of farm labor. 

The need for continuing these studies has been emphasized repeatedly in 
recent statements by spokesmen for farmer, labor, and consumer groups, especially 
in connection with the question of extending the program under which foreign 
laborers are imported to work on farms in various parts of the United States. 
In 1952, more than 197,000 foreign workers were employed under this program to 
relieve shortages created by the diminishing supply of domestic farm workers. 
The complex problems of regional differentials in labor supply and demand and 
the related issues connected with the employment of foreign workers are compli- 
cated still further by a lack of reliable research data. 

Several phases of the farm manpower situation urgently call for competent 
research. Two of the three major migratory streams—in the central region, and 
on the Pacific coast—have not yet been studied, nor has there been a methodical 
analysis of the problems associated with a declining supply of regular hired 
workers in such types of production as are to be found in the range-livestock 
areas. These represent some of the incomplete portions of the Bureau’s effort 
to supply factual information for application to a matter of national concern. 
Financial support of the work of the present small staff of analysts in this Bureau 
would assure a continuing flow of such information and would contribute materially 
to efforts to achieve improved utilization of the existing farm manpower force. 
It is estimated that minimum financial requirements for this purpose can be met 
with an appropriation of defense funds for fiscal year 1954 of $32,000. 


Project (b). Development of production capacities and requirements 

Studies are made in cooperation with State agricultural experiment stations of 
agriculture’s production potential including appraisal of ways of increasing 
production through improved practices. No expenditures for this purpose, 
however, are contemplated under funds from the Defense Production Act in 1954. 


Project (c). Special estimate in crop, livestock, and price fields 
The Bureau of Agricultural Economics has been called upon to prepare and 
furnish special and additional detailed information and consulting service in con- 


nection with strategic materials needed in the defense program. No expenditures 
for this purpose, however, are contemplated under funds from the Defense Produc- 


tion Act in 1954. 
Office of Solicitor 


Aieontion.,: 1065 end bane Ger Bibbs ib. es de eins entice cb deconon ne $17, 575 
RN CEN, BORN i lictaweus wemtndvhaes anivaeiatnanen «en4ehe 10, 000 


Decrease (reduction in legal services) .........-.-.------------ —7; 575 
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P. vapens statement 





. Program Estimate 
Project | Bass decronhe 1954 
1. Legal services-..---- ee ovemmed $17, 575 | ~$7, 575 | $10, 000 
| 





1954 PROGRAM OBJECTIVES AND PLANS 


This estimate is based on the assumption that S. 1081 will be approved in sub- 
stantially the same form as approved by the House and the delegations of responsi- 
bility to the Secretary of Agriculture will remain subst antially the same as they 
are under the Defense Production Act of 19: 50, as amended. 

The legal work which it is anticipated the Office of the Solicitor will be called 
upon to perform in fiscal year 1954 in connection with the defense production 
activities of the Department will consist, for the most part, of the following: 

(1) Interpretation of the Defense Production Act in its application to specific 
problems; 

(2) Drafting regulations, procedures, memoranda of understanding and dele- 
gation of authority as they relate to both intra- and inter-agency activities 
authorized under the Defense Production Act; 

(3) Counseling interagency and industry advisory co:nmittces; 

(4) Drafting proposed control orders; 

(5) Collaborating with the counsels of other agencies in drafting orders affecting 
muitiple agency programs; 

(6) Liaison activities with the Attorney General and the Chairman of the 
Federal Trade Commission on matters relating to monopoly or the possible 
elimination of free competition; 

(7) Formulation and implementation of project for the procurement of agri- 
cultural commodities for defense purposes; 

(8) Furnishing legal advice in connection with the review and recommendation 
for loans for expansion of facilities and formulation of appropriate terms and 
conditions for such loans; and 

(9) Preparation of procedures and handling legal work in connection with 
enforcement of orders, both administrative and court actions. 

The legal work in connection with the enforcement of orders is expected to 
continue in 1954 at approximately the same level! as in 1953. It is anticipated 
the volume of legal work in connection with the other items I'sted above will 
decrease and there will be no need for legal services for the examination and ap- 
proval as to the legal sufficiency of the adjustments for location, grade, and 
seasonal factors in the establishment of legal minimum prices for agricultural 
commodities and import control orders. 


DECREASE 


Decrease of $7,575 due to anticipated decrease in the volume of legal work 
required in connection with the Department’s responsibility in defense production 
activities, as follows: 

(a) Elimination of legal work incident to the examination and approval as to 
legal sufficiency of adjustments for location, grade, and seasonal factors in the 
establishment of legal minimum prices for agricultural commodities and import 
control orders; and 

(b) Decrease in the volume of legal work required in connection with— 

1. Interpretation of the Defense Production Act in its application to specific 
problems; 

2. Drafting regulations, procedures, memoranda of understanding, and 
delegation of authority as they relate to both intra- and inter-agency activities 
authorized under the Defense Production Act; 

3. Counseling interagency and industry advisory committees; 

4. Drafting proposed control orders; 

5. Collaborating with the counsels of other agencies in drafting orders 
affecting multiple agency programs; 

6. Liaison activities with the Attorney General and the Chairman of the 
Federal Trade Commission on matters relating to monopoly or the possible 
elimination of free competition; 

7. Formulation and implementation of project for the procurement of 
agricultural commodities for defense purposes; and 
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8. Furnishing legal advice in connection with the review and recommenda- 
tion for loans for expansion of facilities and formulation of appropriate terms 
and conditions for such loans. 

Mr. Wuee.ter. The fund would be for allocation to three agencies 
of the Department—the Production and Marketing Administration, 
represented here today by Mr. Braswell and Mr. Beach; the Foreign 
Agricultural Service, represented by Mr. Rossiter; and the Bureau 
of Agricultural Economics, represented by Mr. Wells. 

The estimate of $350,000 also includes an amount of $10,000 for the 
Office of the Solicitor, but it has been determined that that amount 
can be absorbed, so that the total we are requesting now to be restored 
is $340,000. 

If it is agreeable with you, I would suggest that Mr. Braswell 
explain briefly the purpose of the funds to be used by the Production 
and Marketing Administration, in the amount of $263,000. 


PRODUCTION AND MARKETING ADMINISTRATION 


Mr. Braswe.u. The estimate for PMA is for $263,000 for expenses 
of Defense Production Activities. In our submission to the House 
and to the Senate for our regular activities, no provision was made 
for this work, so there is no duplication whatsoever in positions or 
personnel. 

We have made a very great reduction in the use of manpower and 
funds from preceding years. Our reduction, principally in Wash- 
ington, is from a high of 452 man-years, $2,855,595 in 1952 to an esti- 
mated 37 man-years in 1954, costing $263,000, or a reduction of 
415 man-years. 

PERSONNEL REDUCTION 


In addition to the reduction we have made in this work, we have 
also made a very significant reduction in the overall personnel in the 
Production and Marketing Administration. 

Since September 1950, when these defense activities began, PMA’s 
full-time personnel has been reduced over 26 percent in Washington 
and 21 percent in the field. We just finished a reduction here in 
Washington the past fiscal year ended June 30, 1953, of about 260 
people. 

The amount requested is that required to finance a bare nucleus 
staff, largely specialists. Where we used to have sections or divisions, 
we have retained only the top specialists in that whole section, with a 
stenographer, so we could maintain the experienced personnel we had 
in these fields. 

Senator Ferauson. What do these people do? 

Mr. Braswe.u. These people have been working on all of the 
defense activities, such as the fruit and vegetable set-aside order, and 
other phases of mobilization activities delegated to the Department 
by the Office of Defense Mobilization. They keep currently abreast 
a the situation with respect to materials and facilities needed for the 
production of food and fiber. They work with the other planning 
agencies in keeping those plans up to date. They continue investiga- 
tions of applications for accelerated tax amortizations. We are still 
doing a considerable bit of that work. 

They keep manpower agencies informed of developments, in order 
to assure that agriculture’s need for manpower is fully recognized in 
the overall manpower situation. 

35192—53——16 ° 
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They work with the other agencies of Government in mobilization 
and readiness planning and in connection with NATO. 

They continue the work relating to requirements and allocations 
of food and agricultural commodities delegated by Executive orders, 
including the work of determining the requirements of various claim- 
ants for domestically produced and imported foods, the work of re- 
lating requirements to the supplies and allocating available supplies. 
Other functions include performing the necessary planning work for 
the imposition of controls on agricultural commodities and materials 
in the event serious economic dislocations develop. 


HOUSE ALLOWANCE 


Senator ELLenpER. How much did the House allow you? 

Mr. Brasweiu. The House did not allow anything on this item. 

Senator Fercuson. Did this just come in? 

Mr. Braswe.v. No, sir. This was before the House. The second 
item we have is the one that came directly to the Senate. 

Senator ELLENDER. Did you appear before the House at all? 

Mr. Wuesnter. Yes, sir, we appeared before the House committee. 
As I mentioned ealier, we assumed that from their action in not 
allowing us any specific sum, but including in section 1210 of the bill 
authority to use other funds for defense purposes, that they intended 
us to carry on these activities by using other funds. 

Senator Ferauson. Take it out wherever you can save it? 

Mr. WHEE .ER. Yes. 

In other words, the House did not indicate that the work should 
be discontinued. 

Senator Fereuson. They said there must be some saving some- 
where in the Agricultural Department. 

Now, have you saved the money and used it? 

Mr. Wueever. The implication that we draw from the House 
action on the bill is that we should continue the work, but finance it by 
transfers from other funds. 

Senator ELLenper. Other funds from the Department of Agricul- 
ture? 

Mr. WHEELER. Yes, sir. 

Senator Frercuson. Is there anything less urgent than this, starting 
at the top of priorities? 

Mr. Wuee.ter. Mr. Chairman, Congress is just now holding con- 
ference on the Department of Agriculture appropriation bill, and 
appropriating funds for the specific purposes enumerated in that bill. 
We assume Congress intends us to carry out the activities being pro- 
vided for in the regular appropriation bill. 

If it is the final wish of Congress that we should change the deter- 
minations made by the Congress in its action on the regular appro- 
priation bill, that, of course, is something the Congress can do. We 
wanted to bring the matter before you, point out that provision was 
not made in the regular bill for these activities, and that they must be 
carried on one way or the other. 


HOUSE RECOMMENDATION FOR DEFENSE PRODUCTION ACTIVITIES 


Senator E.uenper. I notice under chapter X of the report wherein 
the House recommended $8,740,000 for defense production activities. 
Mr. Wuee ter. That is not for the Department of Agriculture. 
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Senator ELLenperR. Are we to understand that they provided for 
other activities and left PMA out? 

Mr. Wueeter. The House left the Department of Agriculture out. 

Senator ELLenpeER. Entirely out? 

Mr. WHEELER. Yes; entirely out. 


FOREIGN AGRICULTURAL SERVICE 


Senator Fmrcuson. Now we will go to the $11,000, $20,000, and 
$9,000. That is $45,000 under the Foreign Agricultural Service. 

Mr. Rossiter. Mr. Chairman, the $11,000 is for a project on allo- 
cation work on rice. The Secretary of Agriculture determined last 
month that it was still necessary to have export control on rice ship- 
ments abroad. That is due to the requirements that the defense 
people have to put in for Korea. 

The Defense people have asked for large rice requirements for 
Korea, and it was felt that if export allocations were not imple- 
mented there was no assurance that Defense could get the needed 
supplies of rice for Korea. The Secretary of Agriculture therefore 
decided it was necessary to continue allocations for the time being. 


IMPORTS OF STRATEGIC AGRICULTURAL MATERIAL 


The second item, Mr. Chairman, is for imports of strategic agri- 
cultural commodities. It may sound foolish that we are concerned 
about imports when we have surpluses building up, but there are 
certain strategic agricultural commodities that we have to import 
practically all of our requirements. 

Senator Ferauson. What are they? 

Mr. Rossiter. Bagging material, jute, and abaca, hemp, sisal, and 
so on. 

The critical concern about these commodities is that they are 
produced largely in the Eastern Hemisphere and they are a long way 
from the United States. It is necessary that we know where these 
supplies can be obtained. 

Senator Fereuson. Have we not been in this market for years and 
years? 

Mr. Rossiter. That is correct, sir. 

Senator Ferauson. Do we not know where they make hemp every- 
where in the world? 

Mr. Rossiter. That is correct, Mr. Chairman. But immediately, 
when emergency arises, the supplies dry up and we have difficulty in 
obtaining them unless we know where they are. 

Senator Frreuson. Do you think it is going to cost us $25,000 to 
keep tab of where they are? 

Mr. Rossiter. We need to have the information to make a deal 
with India and Pakistan to get some jute, as when an emergency 
occurs the source immediately dries up and everybody begins bidding 
for supplies. Pakistan and India make deals for wheat with Ar- 
gentina and we find ourselves with a shortage of materials for bagging 
and twine. 

Senator Ferguson. How is this going to help out? 

Mr. Rossrrer. If we have the information on what the supplies 
are in Pakistan or India, this Government can make a deal with India 
or Pakistan for jute. 
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Senator Ferguson. But I want to know what you are going to use 
$25,000 for? 

Mr. Rossrrer. That is only one item for obtaining information on 
availability of scarce stragetic agricultural imports under that, Mr. 
Chairman. 

FUNDS FOR JUTE 


Senator Fercuson. How much is that item on the jute? If this 
was not a well-established market, I can see your reason for an 
analysis of jute, but this is a well-established market. It has been 
for years in the same channels. 

Mr. Rossirer. There are four groups of commodities under these 
strategic agricultural imports, and it is a total of $25,000 for four 
groups. 

The other strategic items are palm oil, palm-kernel oil, and castor 
oil, Mr. Chairman. These are also produced largely in southeast 
Asia and not in the Western Hemisphere. 

The next item is tropical products, availability of insecticide raw 
materials. Cinchona, pepper, and the like are all produced in 
southeast Asia. 

Senator Frerauson. Are these people not trying to sell these 
products? This is an open market, is it not? 

Mr. Rossirer. They are. But immediately when international 
crises develop, the supplies dry up. 

Senator Frerauson. ie there such a crisis? 

Mr. Rossrrer. At this moment; no, sir. 

Senator 'rreuson. Do we have to keep five men doing nothing 
until such a crisis would develop? 

Mr. Rossrrer. It would have saved this Government a great deal 
if we had had this information prior to the outbreak in Korea. 

Senator Frerauson. Are there not five people that if a crisis came 
today in the Agriculture Department you could take care of the 
situation? 

Mr. Rossirer. No, sir. 

Senator Frrauson. Why should we put five men on the payroll to 
wait for a crisis? 

Mr. Rosstrer. We would not have this information, Mr. Chairman, 
if we did not compile the data. It is available. If Congress decides 
it is not necessary, we will discontinue it. 

Senator Fereuson. What have you been doing? 

Mr. Rossrrer. This has been maintained under Defense funds since 
the fall of 1950. 

Senator Ferauson. Did you put this up to the House? 

Mr. Rosstrer. Yes, sir. 

Senator Fercuson. They must have not been able to see it. 

Mr. Rosstrrr. This was put up to the House. 

Senator Fereuson. Do you not have any other department you 
could put this work in? 

Mr. Rossrrer. This work is not being done in any other depart- 
ment—— 

Senator Fercuson. What we are trying to do is cut down the per- 
sonnel and budget. Wherever we find a place we do not think it is 
essential, we cut it out. 

Mr. Rosstrer. If Congress decides it is not essential, it will be 
largely discontinued. 
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Mr. Wuernier. Mr. Chairman, this activity is properly carried in 
the Department’s Foreign Agricultural Service. $16,000 less is 
estimated for in 1954 than for similar work carried out in 1953. 

Senator Fereuson. I can appreciate that. 

Mr. Wueeter. We had $41,000 last year and we are asking for 
$25,000. 

Senator Feraeuson. What did the House give you? 

Mr. Wueeter. The House disallowed this entire estimate of 
$350,000. 

Senator Fercuson. You have a Foreign Agricultural Service 
where the House did give you some money? 

Mr. Rosstrer. That is correct, Mr. Chairman, and that is for 
wheat, cotton, tobacco, soy beans and other commodities. That 
is for our regular work. 

The United States is interested in finding export markets for these 
commodities. 

Senator Ferauson. Have you anything further you want to add 
on the matter? 

Mr. Rossiter. I think that is all, Mr. Chairman. 


BUREAU OF AGRICULTURAL ECONOMICS 


Senator Fereuson. Mr. Wells, do you have an item? 

Mr. We ts. Yes. 

Mr. Chairman, there is an allowance in here for specia] manpower 
or farm labor studies. The reason it is in here is because last year in 
allowing USDA defense funds the Congress provided in so many 
words in the conference report that $75,000 of the $125,000 allotted 
to the Bureau of Agricultural Economics was to be used for special 
studies of this farm manpower situation as a means of assisting the 
Office of the Secretary, the Producition and Marketing Service, and 
the Employment Service, United States Department of Labor. 

We were not allowed to put that in our regular budget this year. 
However, the situation is still critical, and at any time could become 
more so. 

Senator Feracuson. What do you mean you were not allowed to 
put it in your budget? 

Mr. Weuts. The items that were covered in the defense budget 
were not to be covered in our regular budget estimate. Those were 
our instructions, 

I would prefer to argue this in the regular budget. But the reason 
it is here is because it is a defense item, and we were asked not to 
transfer funds from the other place. 

Let me say the Bureau of Agricultural Economics is a statistical 
agency; in other words, we do collect some statistics and carry some 
studies on regular funds. This allows for some additional work in 
special areas where it looks like we can be of help to the Secretary’s 
Office or the Department of Labor. 

We have been carrying on some work in areas where farm people are 
not fully employed to see what the conditions are under which they 
could be employed in other areas. We have been carrying on some 
work with the Department of Labor in areas where they expect to 
have to put migrant laborers in order to try to find the best ways of 
estimating the number of laborers needed. 
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We have also been doing some work to try to find out what happens 
to farm boys who go into the armed services under selective service 
when they come out; in other words, is that a dependable source of 
labor going back on the farm, or do they go somewhere else? 

If this item is approved, it will allow us to go into the field, in 
cooperation with the State college people or the Department of Labor, 
and get actual detailed on-the-ground information. 

Senator Ferauson. How much are you asking for? 

Mr. We LLs. $32,000 is the item here. Of the $75,000 allowed last 
year we spent $67,000. 

Senator Fercuson. Do you have any further statement to make 
on that? 

Mr. We ts. This will allow some actual field studies in areas where 
they appear to be most needed. 

Mr. Wueecer. That finishes the defense production item if you 
have no further questions. 


AGRICULTURAL ADJUSTMENT PROGRAMS 


STATEMENT OF MARCUS B. BRASWELL, DEPUTY ADMINISTRATOR, 
PRODUCTION AND MARKETING ADMINISTRATION, DEPART- 
MENT OF AGRICULTURE; R. P. BEACH, BUDGET OFFICER, 
PRODUCTION AND MARKETING ADMINISTRATION, DEPART- 
MENT OF AGRICULTURE; AND JOSEPH C. WHEELER, DEPUTY 
DIRECTOR, OFFICE OF BUDGET AND FINANCE, DEPARTMENT 


OF AGRICULTURE 
JUSTIFICATION 


Mr. Wuee cer. This estimate of $7,500,000 was tra:smitted by the 
President to the Senate yesterday, July 20. 

Senator Fercuson. We will insert in the record at this point the 
President’s message and the justifications on this item. 

(The material referred to follows:) 


[S. Doe. No. 61, 83d Cong., Ist sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING 
A PRopOsED SUPPLEMENTAL APPROPRIATION FOR THE DEPARTMENT OF AGRI- 
CULTURE, Fiscan YEAR 1954, AMounTING TO $7,500, 


THe Wuitre House, 
Washington, July 20, 1958. 
The PrREsIDENT OF THE SENATE. 

Str: I have the honor to transmit herewith for the consideration of the Congress 
a proposed supplemental appropriation for the fiscal year 1954, in the amount of 
$7,500,000, for the Department of Agriculture. 

The details of the proposed supplemental appropriation, the necessity therefor, 
and the reason for its submission at this time are set forth in the attached letter 
from the Director of the Bureau of the Budget, with whose comments and observa- 
tions thereon I concur. 

Respectfully yours, 
Dwicut D. EiseENHOWER. 


Executive OFrFricE OF THE PRESIDENT, 
BuREAU OF THE BupGET, 
Washington 25, D. C., July 17, 1958. 
The PresipEnt, 
The White House. 

Str: I have the honor to transmit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1954, in the amount of $7,500,000, 
for the Department of Agriculture, as follows: 
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“DEPARTMENT OF AGRICULTURE 
“PRODUCTION AND MARKETING ADMINISTRATION 
“AGRICULTURAL ADJUSTMENT PROGRAMS 


“For an additional amount for ‘Agricultural adjustment programs’, $7,500,000, 
of which not more than $1,300,000 may be transferred to the appropriation account, 
‘Administrative expenses, section 392, Agricultural Adjustment Act of 1938’,” 

The Agricultura Adjustment Act of 1938, as amended, requires the Secretary 
of Agriculture to determine the total acreage allotment of corn for any calendar 
year for the commercial corn-producing area which will produce, together with 
corn produced in the noncommercial corn- rpenmecing area, carried over, and 
imported, an amount equal to the normal su For the past several years, 
however, conditions have been such as to ie, the Secretary to waive acreage 
allotments of corn, but it now appears highly probable that controls in the form 
of acreage allotments will be necessary on the 1954 crop to prevent the further 
accumulation of excessive supplies and the accompanying expenditure of excessive 
price-support funds. The entire farm program is being reviewed, and the pro- 
posal outlined in this submission is not an indication that such programs as the 
one span herein should be continued beyond the 1954 crop year. 

proposed supplemental appropriation would provide funds to enable the 
Bopanna of Agriculture to formulate and carry out acreage allotments on the 
1954 crop of corn in the commercial corn-producing area. It is necessary that 
preparation be started at the earliest possible date in order to meet certain statu- 
tory deadlines in implementing such controls, 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

Respectfully yours, 
Jos. M. Dopas, 
Director of the Bureau of the Budget. 


Unirep States DEPARTMENT OF AGRICULTURE, PRODUCTION AND MARKETING 
ADMINISTRATION 


AGRICULTURAL ADJUSTMENT PROGRAMS 


For an additional amount for agricultural adjustment programs, $7,500,000, 
of which not more than $1,300,000 may be transferred to the appropriation 
account ‘Administrative expenses, section 392, Agricultural Adjustment Act 
of 1938.” 

EXPLANATION OF LANGUAGE 


Present indications are that it will be mandatory, under existing legislation, 
to proclaim acreage allotments on the 1954 crop of corn. It will be necessary to 
begin work on gathering and compiling data as soon as possible upon which to 
determine the commercial corn-producing area and to establish equitable acreage 
allotments for such area by February 1, 1954, as required by law. 


Project statement 





Fiseal year | Amendment, Fiscal year 





Project 1954 House | increase (+-) 
‘ amended, 
bill! decrease (— estimated 
1. Acreage allotments and meareeting quetens 
(a) Tobacco...........- idéued Subelesvbibon’ Ge Few c dus cdin uns $3, 700, 000 
(6) Peanuts........... aiithnenie sein atipmsenphechelnesndt 2, 200, 000 |. . i 2, 300, 000 
Sar MLS --.Ledeccanarsscnebene at | 1%, 781, 000 hs 13, 781, 000 
Ss edb i ccdih hn dnbs64h vid enitiisboudbbebh’ 15, 469, 000 | _. 15, 469, 000 
has dictate detente haan et iccta acti inc thlitaasengataiel oon +$7, 500, 000 7, 500, 000 
Total acreage allotments and manag beatae 35, 250, 000 +7, 500, mi 42, 750, 000 
2. Assistance to Selective Service... .... : 250, 000 |... 250, 000 
Total estimate or appropriation....................... 35, 500, 000 44, 500, 000 | 43, 000, 000 





1 Does not include $3 million added by Senate for measurement of cotton acreage (now daaliiee before 
conference committee). 
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PURPOSE OF THIS SUPPLEMENTAL ESTIMATE 


Objective—To bring the production of corn, which, under present legislation, 
must be supported at 90 percent of parity, more in line with normal demand to 
prevent the accumulation of burdensome supplies. Generally, hogs consume 
nearly 50 percent of all corn fed to livestock and the continuing indicated decline 
in pig crops probably will result in substantial decrease in demand for corn for 
feeding purposes. 

The legislative authority for acreage allotments on corn and the apportionment 
thereof is contained in sections 328 and 329 of the Agricultural Adjustment Act 
of 1938, as amended. This authority provides that the acreage allotment of corn 
for any calendar year shall be that acreage in the commercial corn-producing area 
which, on the basis of the average yield for corn for the 10 immediately preceding 
years subject to minor adjustments, will produce, together with corn produced 
in the noncommercial corn-producing area, carried over, and imported, an amount 
equal to the normal supply. 

The problem.—The 1952 crop of 3,307 million bushels, the second largest on 
record, will provide enough corn to meet all demands and increase the carryover 
reserves by about 300 million bushels. Reserve supplies of 800 million bushels are 
anticipated by October 1, 1953. The July BAE Crop Report indicates a 1953 
crop of 3,337 million bushels. A crop of this size, together with the increased 
carryover, would provide a total supply of 4,137 million bushels which would be 
about 1,000 million bushels above the anticipated requirements for the 1953-54 
marketing year. With existing price supports maintained without regard to 
effecting a balance between production and market outlets, production in 1954 
will probably lead to the accumulation of excessive supplies in the hands of the 
Government. Unrestricted production in 1954 could create carryover reserves in 
excess of 1 billion bushels with about 75 percent held by the Government. 

Plan of work.—The establishment of acreage allotments will involve a con- 
siderable amount of work, such as: 

Collecting basic data on planted acreages. 
Reconstituting farms. 
Contacting farmers to obtain basic farm data. 
Computing diversion credit. 
Determining individual farm allotments by local committees. 
Preparing listing sheets and allotment notices. 
Preparing allotment regulations, procedures, and forms. 
Considering appeals. 
9. Measuring farms. 
10. Computing acreage. 

This work will be necessary for an estimated 1,900,000 farms. 

Financial requirements.—It is estimated that $7,500,000 will be required for 
work in connection with establishing acreage allotments on corn, as follows: 


DBNIOouvw. We 
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Fiseal year 1954 


Man-years Amount 


——$—$ | | 


1. National and State offices: 
(a) Preparing instructions, procntnnen, forms, and correspondence and | 
compiling basic crop data required for determining allotments _- 37.1 $174, 122 
(6) Computing and compiling national and State allotments, review- 
ing county acreage allotments, and supervising the determination 








of individual farm allotments................. .......--.- 118.4 546, 184 
(c) Supervising the measurement and computation of planted acreages 
and spot checking acreage measurements and ee ‘tea 20.0 93, 736 
(4) Auditing county committee records. - ood Sbbbdialies Sia. 12.3 57, 493 
POU PONE GUE VENOES eco dccc Succ acdc ccc dd ccedekastbisctece é 187.8 871, 535 
OS re ee aera a ee ee eS ae ee 189, 865 
Subtotal, national and State_._...... . 187.8 1, 061, 400 
2. Analyzing bac kground information and preparing basic acreage and pro- 
duction estimates (work to be awe by _ —s. Service, 
MORIN) Sih bd ~~ da hye denehediom wa5e ad ea 80, 000 
Total, administrative expenses, section 392..................--.--.-.- ~ 4 141, 400 
3. County committees: ita: Gees on 7 
(a) Collecting basic data from individual farmers, ep eas 
and reviewing, processing and recording basic data--_-__.- ea 1, 373.8 | 2, 917, 766 
(6) Determining individual farm allotments... ........- sdesbde dels 404. 6 | 985, 049 
(c) Reviewing allotments._.................-.-. kip attientiaiantiinmme tll 111.8 | 227,319 
(d) Handling farmer appeals Wiotteccdetes 283.7 | 644, 071 
(e) Preparing and mailing allotment notices to farmers.....---__ .. 72.6 | 170, 489 
(f) Measuring farms. -.-...__. : \ 7 : 27.3 | 267, 689 
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ACREAGE ALLOTMENTS ON CORN 


Mr. Wuee er. This is an additional amount under the heading 
“Agricultural adjustment programs” for the purpose of doing the 
work necessary in connection with acreage allotments on corn, the 
need for which has only recently been apparent. 

Mr. P,raswell of the Production and Marketing Administration will 
explain the estimate. 

Senator Ettenper. We have already provided for wheat and cotton, 
have we? 

Mr. WHEELER. Yes, sir. 

Mr. P-rasweti. We did not submit an estimate on this until we got 
the July 10 crop report. 

Senator Frreuson. What did it show? 

Mr. Braswe.t. It shows a very high production this year, 3,337 
million bushels; which is just a record crop itself. 

We will have about a billion bushels in carryover stocks, and under 
the law, I don’t think there is any way that we can avoid invoking 
acreage allotments. We do feel that we could probably get by with- 
out marketing quotas, but acreage allotments to control production 
look like an absolute necessity. 

In the July 10 crop report I have just talked about, planted acreage 
was estimated at 81,800,000, which is a little under recent years, but 
the average yield was indicated at 44% bushels per acre, which is con- 
siderably higher than most of our recent years. 
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Allotments must be proclaimed on February 1 of each calendar year 
unless the Secretary finds that there is an emergency which would 
justify waiving them. 

The allotment is designed to bring plantings in commercial-corn 
areas down to the acreage required to produce normal supplies as 
defined in the act. A normal supply representes the estimated domes- 
tic consumption and exports plus an allowance for carryover. 

The July 10 estimated production, with the anticipated carryover 
from the 1952 crop, will provide 1 billion bushels more corn than will be 
required in the 1953-54 marketing year. That is the present prospect. 

Beginning stocks are estimated at 800 million bushels, production at 
ia en and imports of 1 million, making a total 4,138 million 

ushels. 

Domestic disappearance is estimated at 3,008 million bushels, of 
which 2,750 million will be fed and exports estimated at 100 million 
bushels, for a total utilization of 3,138 million. 

Estimated ending stocks amount to 1 billion bushels as of Sep- 
tember 30. 

Normal supply, as determined in accordance with the law, would 
be about 3,506 million bushels. This leaves a carryover of 1 billion 
bushels anticipated as of September 30 indicating needed production 
in 1954 of 2,506 million bushels. 

It is estimated that the production outside the commercial-corn- 
producing area amounts to about 650 million bushels. This, sub- 
tracted from the total need of 2,506 million bushels, leaves a 
requirement of 1,856 million bushels to come from the commercial- 
corn-producing areas. 

Now, based on average yield—and that is all we have to go by— 
this means acreage in the commercial-corn area will have to be reduced 
about 25.6 percent, from 56 million in 1953 to 41.7 million in 1954, if 
we are to come in line with the requirements as now stated by law. 

Senator ELLENDER. Do you mean acres? 

Mr. Braswe.u. Yes, sir. 

Senator ELLenNpmR. What is the minimum under the law now, do 
you know? 

Mr. Braswe.v. There is no minimum, that I know of. 

Senator ELLenpER. Not like cotton and wheat? 

Mr. Braswe ut. No, sir. It does not now appear that it will be 
necessary to impose marketing quotas, as compared with acreage 
allotments, on the 1954 crop of corn. 

The law requires allotments to be established by February 1, 1954. 
That is the date set. Work on assembly of basic data should be 
started as soon as possible. Ordinarily we would have begun such 
work the Ist of July. But the work cannot be undertaken until 
funds are made available. 


TOTAL ALLOTMENT FARMS 


We estimated our cost on this basis. There are about 1,900,000 
allotment farms. The type of jobs to be done, except for performance 
checking in fiscal year 1954, are not different than that for wheat. 
It is a similar type of operation. We are estimating a smaller number 
of farms to be measured in the fiscal year 1954 than were measured in 
the fiscal year 1950. 
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The number estimated is 150,000 as compared to 228,000 actually 
measured in the fiscal year 1950; which means that the remainder of 
the farms will have to be checked in the fiscal year 1955. 

We are using approximately the same unit costs on the other items 
of work as are reflected in the estimates for wheat. We believe that 
is the soundest way to arrive at it. These, in turn, were based on 
1949 and 1950 experience adjusted for increases in pay levels of county 
and State office employees. 

That constitutes the basis on which we arrived at this estimate of 
cost. We will be glad to try to answer any questions. 

It is a matter of coumuiaine with existing law and the necessity for 
getting started now in order that the allotments can be proclaimed 

y the Secretary. 

Senator ELLenpeEr. This is the minimum amount necessary for that 
purpose? 

Mr. BrasweE.u. Yes, sir; we think it is. We believe sincerely that 
it is the minimum amount. I might say, Senator, I went in the PMA 
in February of this year; the Administrator went in January 20 or 21. 
We have tried to reduce our operating expenses in every practical way. 
We have made substantial reductions in personnel, and we look at all 
of these programs very, very carefully. 


TOTAL COST OF PROGRAMS 


Senator Fereuson. All of these programs will cost how much? 

Mr. Beacnu. $43 million. 

Senator Frrauson. And that is for the purpose of carrying out the 
allotments of acreage? 

Mr. Bracu. And quotas. It does not include quotas in the case of 
corn. 

Mr. Braswe.u. We do not anticipate having to invoke quotas on 
corn. 

Senator Ferauson. Then what is the use of spending $7,500,000 
on it? 

Mr. Bracu. We have to determine acreage allotments on each of 
1,900,000 farms. 

Senator Fercuson. But you say not on the corn. 

Mr. Beacu. These are allotments, not quotas. One is the market- 
ing quota, which limits the amount of the crop that may be marketed. 
The other is the acreage allotment, which limits the acreage that may 
be planted. 

Senator Ferauson. You are not going to touch, then, the number 
of acreages? 

Mr. Bzracu. We do anticipate acreage allotments for the corn, but 
we do not anticipate the necessity for marketing quotas. 

Senator Fereuson. But you will have to canvass the market and 
see whether they vote for acreage? 

Mr. Beracu. No, sir; we do not have any vote at all in the case of 
corn. There is the mandatory provision of law that allotments will 
be invoked in the event the supply situation requires it. 

Senator Fercuson. Do you want to study it whether or not you 
have to put that into effect? 

Mr. Brac. No, sir. We know we have to put it into effect. The 
first thing we have to do is to redetermine the commercial-corn- 
producing area. 
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Senator Ferauson. How many years would you have to determine? 

Mr. Beacu. The last time it was determined was in 1950 when we 
had an allotment program. 

What is involved is a restudy of every fringe county in the area to 
determine whether or not it falls within the corn-producing area. It 
also involves assembling the acreage data on every individual farm 
in that whole area. 

PERSONNEL ON PAYROLL 


Senator Fercuson. How many people are you going to put on the 
payroll for this $7,500,000? 

Mr. Bracu. It will not be a large number of permanent people. 
We utilize the existing staff in the State and county offices. 

We anticipated a total of 2,397 man-years at the county level. A 
large part of those man-years are for part-time seasonal workers that 
we use to go out and canvass the farmers. 

Senator Ferauson. How do you pay the seasonal workers? 

Mr. Bracu. They are paid on a per diem basis. 

Senator Fercuson. Are they civil service? 

Mr. Beacnu. No, sir. They are employed by the county com- 
mittees to do this work. Some of them are committeemen. 

Senator Fercuson. How much do you pay them? 

Mr. Bracnu. The average rate of pay for a community committee 
man is $7.40. The average for a county committee man is $8.10. 
Our rate for performance checkers at times runs higher. It depends 
entirely on the availability of the people. 

Senator Ferauson. Do they go out and question the farmers? 

Mr. Beacu. They actually go out and measure the farm, run a 
chain around the outside borders of the cornfields to see what acreage 
is planted in corn. 

Senator Ferguson. Do you have to measure every one of these 
cornfields, or proposed cornfields? 

Mr. Bracn. Yes, sir. For assembling the basic data we take a 
report on their acreage over the past 10 years. But eventually we 
have to measure it. So that if we have allotments in 1955, we will 
have a measured basis for 1955. 

We have to measure the corn to determine if they are cooperating 
as defined by the law. If they are not, they are not eligible for any 
price support on the corn. 

Senator Ferauson. Do you measure them if they are not under the 
law? 

Mr. Beacn. We have to measure them to see whether they are 
complying with the allotment. If they do not comply with the 
allotment, then they are not eligible for price support. The farmer 
has quite a stake in it. 

Senator Frerauson. Are there any questions? 

Mr. Braswe wt. I might say, Senator, that what we do is that pre- 
scribed by law, and nothing more, in connection with these programs. 


POSSIBLE REPEAL OF LAW 


Senator Fercuson. I think the time has come when we will have to 
do some repealing of law that requires the taxpayers to put up this 
money. 

Mr. Braswett. There is one other thing I would like to mention to 
you: That by reducing production through this medium we will re- 
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duce considerably the cost of the price-support operation, which is a 
much larger offset than this charge itself. 1 think maybe you would 
like to take that into consideration. 

Senator Fereuson. I suppose that ought to be taken into considera- 
tion. That is another large sum of money. 

Mr. Brasweu. That is right. But+this sum of money here will be 
far more than offset. 

Senator Ferauson. Why could you not foresee this before? Why 
did you not take it to the House? 

Mr. Braswetv. The first crop report came out on July 10, and that 
is the first indication, first firm indication that you have of the supply 
situation. 

Senator Fercuson. I heard arguments here on the Senate floor. 
Some Senators seemed to know about this quite a while ago when we 
were talking about wheat. They were telling us about this enormous 
surplus of corn. 

Mr. Braswe.u. We were hoping that we would not have to invoke 
this acreage allotment, and the Secretary had no way of firming up 
his opinion. 

Senator Frrcuson. There are all these pictures we see in the 
papers now with corn up to their knees when it should be over their 
heads. 

Mr. Braswe.u. They are not in heavy commercial corn-producing 
areas. 

Senator Fercuson. There is always something wrong that does 
not apply. Even the weatherman cannot cope with this. 

Mr. Braswett. That is right. I would not argue you that point 
any more. I tell you it is quite a problem. It involves a storage 
problem and everything else that goes with it. It really is quite a 
big problem and this today is the best means, the authorized method, 
of coping with the problem. 

Senator Fereuson. This work, I assume, would all be don; by the 
farmers? 

Mr. Braswetu. No, sir. 

Senator Fercuson. Who would do it, the city people? 

Mr. Braswetv. Local people. 

Senator Fercuson. The farmers? 

Mr. Braswe.v. Yes, primarily. 

Senator Frercuson. If they cannot sell their crop they will get 
Government money this way. 


HIRING OF COLLEGE STUDENTS 


Mr. Braswe.u. No, we are having difficulty recruiting people for 
this performance checking right now. ‘That is going on in cotton, 
and it is quite a job to find people to do it. We are getting a lot of 
college students and last year high-school students, boys between 
high school and college, and getting a lot of our work done that way. 
The labor market is extremely tight. 

Senator Ferauson. On cotton, wheat, and corn, how many people 
are you going to put to work because we have a surplus in all these 
three branches? 

Mr. Bracn. Sir, we plan to utilize a total of 10,315 man-years on 
wheat and cotton in addition to this. 

Senator Ferauson. This would be 2,600? 
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Mr. Bracu. The total of those figures would be roughly 13,000. 

Senator Fercuson. 13,000 people working for a year. They will 
not be working for a year, but there will be many more than 13,000. 

Mr. Beacu. I am sorry, Senator, the figure is approximately 2,400 
for the corn, so that makes it 12,700. 

Senator Fereuson. That is 12,700 man-years? 

Mr. Beacu. Yes, sir. 





(Nore.—Of the 10,315 man-years for wheat and cotton, 9,570 represent 
employment at the county level. Comparable figures for cotton are 2,602 and 
2,397, respectively. The total for the 3 commodities is 12,917 man-years, of 
which 11,967 represent county employment.) 

Senator Ferauson. But you would have many more people than 
that because they will not be working a whole year. 

Mr. Beacu. That is right. 

Senator Fereuson. How many thousands do you think you will 
hire at this job? 

Mr. Beracu. I would not hazard a guess. 

Senator Ferguson. Would they work much over 30 days? 

Mr. Beacu. It might be about 12 times as many persons as man- 
years. 

Senator FerGuson. Are you sure you are going to get enough 
manpower? 

Mr. Braswe.u. We always have. 

Mr. Bracu. We also utilize the farmer committeemen in the 
individual localities to a great extent, Senator. 

Mr. Braswe.u. This is quite a problem, sir. We are keenly aware 
of it, and I will say the Secretary is working as hard as he knows how 
on it. 

Senator Fereuson. We appreciate that. The taxpayers, too. 

Mr. Braswe.t. Yes, sir; I would say that myself. 

Senator Frercuson. All right, gentlemen. It just seems like a 
lot of manpower. 


RECONSTRUCTION FINANCE CORPORATION 


STATEMENT OF KENTON R. CRAVENS, ADMINISTRATOR, AC- 
COMPANIED BY NATHANIEL ROYALL, CONTROLLER; DOUGLAS 
S. WILSON, CHIEF, FINANCIAL ANALYSIS AND REPORTS DIVI- 
SION, AND THOMAS H. GRAHAM, ACTING BUDGET OFFICER 


JUSTIFICATION 





Senator Fercuson. Before you proceed, gentlemen, we will place 
at this point in the record the justification material on the RFC 
administration expenses. 

(The justification referred to follows:) 


RECONSTRUCTION FINANCE CORPORATION, ADMINISTRATIVE EXPENSES 
(Estimate, 1954, $10,100,000; 1953 act, $15,000,000) 
(House hearings, pt. 1, p. 884) 
(Bill, p. 11, line 20) 


The amount requested for the administrative expenses of the Corporation in 
fiscal year 1954 was $10,100,000. This amount was based upon the continuation 
of all of the Corporation’s activities throughout fiscal year 1954. The amount 
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requested included $250,000 for that portion of the costs of processing loan appli- 
cations under the Defense Production Act which would have to be borne by RFC 
in 1954 if that act should expire on June 30, 1953. Since the Defense Production 
Act lending authority subsequently has been extended, the costs of processing 
loan applications under that authority will be charged to DPA funds and RFC’s 
requirements reduced by $250,000. 


HOUSE REPORT 


“The committee considering the facts and evaluating the various contingencies, 
and realizing that a major portion of RFC activities must be carried on through 
fiscal year 1954, recommends an authorization of $9,500,000 for necessary adminis- 
trative expenses. This reflects a reduction of $600,000 below the request for 
$10,100,000 submitted on June 18, 1953, and of $3,800,000 below the amount 
requested in the regular budget submitted on January 9, 1953. The requested 
authorization provided for an average employment of 1,450, as compared with 
2,163 for fiscal year 1953. Since more than 80 percent of the authorization re- 
quested is for personal services, it is anticipated that the recommendation of the 
committee will require a further reduction in the average employment. 

“Should some of the legislation mentioned above be enacted at an early date, 
the amount recommended may be on the liberal side; but, on the other hand, if no 
legislation is enacted changing the functions of the RFC, the amount herein 
recommended may be insufficient for its needs.’’ 


JUSTIFICATION 


The requested authorization of $10,100,000 for administrative expenses in 
fiscal year 1954 represents a reduction of $4,900,000 in the amount authorized 
for fiscal year 1953, and a reduction of $4,150,000 under estimated expenditures 
for 1953. 

The budget submitted provides for decreases in the expenses of conducting all 
programs administered by the Corporation, as follows: 


IR gdh at al ies tea fantasti area ieee aa a eI a salen as Ui on gs or hao $3, 645, 000 
Production: 
Cee a ence nape 195, 000 
ee ee em oe Go 70, 000 
DE, Cini ie atines oi da ein Coen daca cae was oe aie 45, 000 
ia of World War II assets and liabilities (including Smaller 
Figen tN De neck edad cutee uticnanueancan 195, 000 
Snr NOIR a Raia cs éciniebibieiearee 4, 150, 000 


After deducting the costs to be allocated to Defense Production Act lending 
activities, the expenses of administering the Corporation’s lending programs are 
estimated at $7,205,000 for 1954. This is $3,895,000 less than the cost in 1953. 
The reduction has been made possible primarily because of a comprehensive 
program to increase efficiency and reduce operating costs. The principal features 
of the program are consolidation of field-office functions and simplification of 
operating procedures in all phases of the Corporation’s activities. 

The reorganization of the field offices was effective on July 1, 1953. Under 
this plan, the field functions are being handled out of 8 regional headquarters 
instead of the former 28. Branch offices are being ma ntained in 26 locations 
under the regional offices. The consolidation of field-office functions has elim- 
inated substantial amounts of overhead expense, and the greater concentration 
of the workload connected with loan applications and administration activities 
makes possible more efficient utilization of personnel. 

The savings resulting from the program to increase efficiency and reduce — 
ating costs are also reflected in decreased expenses for the Corporation’s produc- 
tion and liquidation programs. The reductions for these programs also give 
effect to the declining workload in connection with the liquidation of World War 
II assets and liabilities, the discontinuance of the tin-purchase program, and the 
discontinuance of the fiber-expansion program. 
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EFFECT OF THE HOUSE REDUCTION 


The House action in reducing the Corporation’s budget estimates by $600,000 
indicated that this cut was made in auticipation of the early enactment of legis- 
lation changing the scope of the Corporation’s activities. As explained above, a 
reduction of $250,000 in RFC’s budget estimates has been made possible by the 
extension of the Defense Production Act lending authority, leaving a reduction 
of $350,000 attributable to the House action. 

In terms of employment, the reduction of $350,000 by the House would require 
a decrease of approximately 60 employees under our current budget. Most of 
this reduction would have to be made in field personnel, and would necessitate 
the closing of a number of the branch offices now being maintained. 


EFFECT OF RFC LIQUIDATION ACT 


The Reconstruction Finance Corporation Liquidation Act, as passed by the 
Senate, provides that the Corporation’s authority to make new loans will terminate 
60 days after the act goes into effect. The act also provides for the remaining 
functions of the Corporation to be liquidated by RFC up to the close of business 
on June 30, 1954, and thereafter by the Seeretary of the Treasury. Should these 
provisions be adopted, the Corporation’s administrative expense requirements for 
fiscal year 1954 would be further reduced. 

Under the provisions of the RFC Liquidation Aet, the Corporation would 
continue to make new loans until approximately the end of September 1953. 
Thereafter, this function would be performed by the Small Business Administra- 
tion, and the personnel engaged in the processing of loan applications would no 
longer be required. It is estimated that 150 employees would be released when 
RFC’s lending authority expires, with a reduction in fiscal year 1954 requirements 
amounting to $800,000. The Corporation will be required to retain sufficient 
personnel to make.disbursement on outstanding loan commitments and to continue 
the administration and liquidation of outstanding loans. 

The requirements for the administration of the production and liquidation 
rograms for fiscal year 1954 would not be changed by the adoption of the RFC 
Aiquidation Act. 

After giving effect to the reductions which would result from termination of 
RFC’s authority to make new loans, the Corporation’s administrative expense 

requirements for fiscal year 1954 would be $9,050,000. 
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Mr. Cravens. We made a short summary showing the status of 
our budget request, and beyond that we have nothing to say or ask 
for, Mr. Chairman. 

Senator Fercuson. I was just trying to figure out how you get into 
separate categories. 

r. Cravens. As you realize, I did not get to RFC until about the 
5th of May and did not get the budget ready until the middle of June. 
So maybe that was the reason for the delay. It took a little while to 
reorganize. 

Senator Feracuson. What would you like to tell us? 

You say: 

After giving effect to the reductions which would result from termination of 
RFC’s authority to make new loans, the Corporation’s administrative expense 
requirements for fiscal year 1954 would be $9,050,000. 

Mr. Cravens. That is as near as we could see it. 

Senator Ferauson. What would it be if you had made new loans? 

Mr. Cravens. $10,100,000. 

Understand that is not all lending, Senator; there is about $2,700,- 
000 of that that goes into other operations such as rubber, tin, and 
abaca. 

DISPOSITION OF RUBBER 


Senator Ferauson. You are going to dispose of some rubber up 
here today? 

Mr. Cravens. We will not transfer a single plant within the fiscal 
year 1954. 

Senator Ferauson. Even though we pass this bill, tney will not be 
sold during 1954? 

Mr. Cravens. No. They are talking about amendments to extend 
the disposal into 1955. 

Understand, of course, that we do make some money on the opera- 
tion of the rubber plants. We made sixty-odd million last year, and 
we probably will make seventy-odd million this year. So that is not 
a net loss, that administrative budget on rubber. 

Senator ELLENDER. What percentage of that did you sell to the 
Government? 

Mr. Cravens. None, directly. The Government’s use of synthetic 
rubber is not great; it is a very small percentage of the total output 
of rubber products, a very small percentage. 

I don’t know where we are going in this Small Business Administra- 
tion bill, which accelerates our termination—we have to continue 
operations for the first 90 days of our fiscal year. Then we have 
hundreds of millions of dollars in loans and commitments to take care 
of and disburse, and we have to find a way to get rid of as many of 
the assets as possible. 


PERSONNEL REDUCTION 


Senator Fereuson. You have had a lot of business experience. 
— going to be able to cut down the number of employees? 
r. Cravens. I cut 700 the first 5 weeks I was there. 
Senator Ferauson. That is a pretty good start. 
Mr. Cravens. That was a third of them. 
Senator ELLENDER. Was that not because you made no loans? 
Mr. Cravens. That was not, sir. 
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Senator ELLenper. How many were there altogether? 

Mr. Cravens. 2,161. 

Senator Fereuson. It was cut to 1,450? 

Mr. Cravens. That is right. And that organization would have 
taken all the loan volume RFC ever saw, 

Senator Ettenper. Are we to understand you could have done it 
with 700 people less than last year carry ing the same work? 

Mr. Cravens. Yes, sir. The loan activity was greater the last 6 
months of the fiscal year than it was in the other part of it. 

I could have cut off more than that if I had more than 5 weeks to do 
itin. They are going down all the time. 

Senator EL.Lenper. Do you know what the RFC spent administra- 
tively last year? 

Mr. Cravens. $14,250,000 administratively last year. 

Senator ELtenppr. How much are you asking?» 

Mr. Cravens. $10,100,000 for a going organization. 

Senator Fercuson. On these people, where are you getting the 
money for terminal pay of all these people you are discharging? You 
know that is quite a thing. 

Mr. Cravens. We have accumulated that in our reserves, so that 
has all been provided for from year to year. 

Senator Ferauson. You are the one firm, then, that puts your 
business on a cumulative basis, set up on amortization of funds? 

Mr. Cravens. That is correct. 

Senator ELLENpDeR. You did not do that part of it? 

Mr. Cravens. No. That was established practice. 

Senator Fercuson. Thank you very much, gentlemen 

The committee will recess, to reconvene tomorrow morning at 
10 o’clock. 

(Whereupon, at 6 p. m., Tuesday, July 21, 1953, the hearing 
was recessed until 10 a. m., Wednesday, July 22, 1953.) 
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WEDNESDAY, JULY 22, 1953 


Unirep States SENATE, 
‘COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to recess, in room F-39, 
the Capitol, Hon. Guy Cordon presiding. 
Present: Senators Cordon, Dworshak; Hayden, McCarran, Me- 
Clellan, Ellender, Robertson, and Magnuson. 


DEPARTMENT OF COMMERCE 
OFFICE OF THE SECRETARY 


STATEMENTS OF SINCLAIR WEEKS, SECRETARY; CRAIG R. {sHEAF- 
FER, ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS; HORACE 
B. McCOY, ACTING ADMINISTRATOR, NATIONAL PRODUCTION 
AUTHORITY; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; JAMES C. WORTHY, ASSISTANT SECRETARY FOR 
ADMINISTRATION 


LETTER OF SECRETARY 


Senator Corvon. The committee will come to order. 

We are happy to see the Secretary of Commerce with us, and we 
shall be pleased to hear from you at this time, Mr. Secretary. 

Before you proceed with your statement, ‘Mr. Secretary, we will 
place in the record at this point your memorandum to the chairman of 
the committee. 

(The document referred to follows:) 


THe Secretary oF COMMERCE, 
Washington, July 21, 19538 
Hon. Styies BrinGes, 
Chairman, Appropriations Committee, 
United States Senate, W. ashington 96, D. C. 


Dear SenatToR Brivces: Reference is made to H. R. 6200, the supplemental 
appropriation bill for 1954, as reported to the House on July 10, 1953, and to 
report No. 762 which accompanied it. I am specifically referring to the Depart- 
ment of Commerce items for export control and defense production activities 
found on pages 9 and 28 of the bill as reported and pages 10 and 40 of the report. 

Restoration of the $1,100,000 reduction in the export control program is 
requested. I know the Congress is fully aware of the significance ot the export 
control program and of the importance of keeping it at maximum effectiveness. 
Only last month, upon the President’s 1ecommendation, it authorized the con- 
tinuation of these controls without change for 3 years. ‘At that time the Senate 
Committee on Banking and Currency stated (S. Rept. 207, 80d Cong., p. 2), ‘‘ Your 
committee is convinced cf the necessity for continuation of export controls to 
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prevent the shipment or transshipment of strategic materials from the United 
States to potential enemies. This authority in the Executive has proved to be 
a most effective weapon.” Similarly. the House Committee on Banking and 
Currency stated (H. Rept. 335, 83d Cong., at p. 4) ‘‘The export control arrange- 
ments are an integral part of the defense plans of the free world * * *. While 
we continue to hope that security consideretions will some day become less 
important, there is little tikeihood that we will be able in the near future to 
relax our controls on truly strategic exports * * *.” 

I particularly invite your attention to the House committee’s statement to the 
effect that world circumstances do not warrant relaxing our controls on strategic 
exports. The President’s budget estimate had already taken account of that 
reduction in our workload resulting from recent developments which have enabled 
us to drop many controls for reasons of short supply. But, the reduced appro- 
priation voted by the House of Representatives is far deeper than any foreseeable 
reduction in workload, and would, I believe, seriously interfere with this major 
national security program. 

By keeping strategic materials out of the hands of unfriendly countries, the 
export control device contributes economically and effectively to our national 
security. Understaffing in this type of operation adversely affects the national 
interest as well as the interest of the exporting community. There is a slowdown 
in acting upon applications which makes it difficult for exporters to fulfill their 
commitments. It should also be kept in mind that reduction in the number of 
applications filed does not diminish to any substantial degree the number of viola- 
tions that must be investigated and prosecuted. The relatively small saving of 
dollars involved in the budget reduction proposed by the House would be a cost'y 
saving if, by weakening our licensing and enforcement mechanism, it inadvertentiy 
makes it possible for the Soviet bloc to get even a very few shipments of United 
States goods which would enhance their military potential. 

The House has recommended a reduction of $3 million in the Department’s 
estimate for defense production activities. I am requesting consideration for the 
restoration of $2 million. The committee report indicates that funds were specifi- 
cally denied for the continuation of the services to business aspects of the work of 
the National Production Authority, and for the functions of the Industry Evalua- 
tion Board. 

As you know, in September of 1950 the industry and commodity divisions of 
the Department of Commerce were transferred to the newly created National 
Production Authority to provide the nucleus for the defense production programs 
of the Department. The activities of these divisions were not materially altered 
because industrial analysis has been and continues to be an important ingredient 
in the execution of preparedness programs. This estimate merely contemplates 
the extension of this industry and commodity analysis to preserve the continuity 
of activity and to maintain on a current basis the reservoir of industrial informa- 
tion for future emergency as well as peacetime activities. 

While the emphasis in the past has been to accelerate industrial expansion to 
insure the national security against the forces of communism, we now have the 
problem of employing this tremendous productive capacity in the face of rapidly 
declining defense expenditures. At the present time, 14 percent of our productive 
capacity is employed for defense purposes. Any substantial decline in that per- 
centage would create an economic gap which in the absence of positive action 
could result in serious economic dislocations. The Department’s program con- 
templated by this estimate attempts to look ahead to the potential danger of 
inaction or indecision and it is for that reason that we propose to shift emphasis 
and build up the activity representing service to business, and at the same time 
develop the economic knowledge we must have to prepare us for any eventuality. 

In order to make a real start in that direction, it appears that we must first 
reconstitute the basic organization in terms of its statutory role and as it existed 
orior to its transfer to the National Production Authority with the passage of the 
Defense Production Act of 1950. 

I am quite conscious of the Department’s responsibility for maintaining con- 
tinued vigilance against the threat to our national security; on the other hand, we 
must marshal our resources to meet the problems of the transition period which 
lies ahead. We therefore find ourselves in the position of bridging the gap be- 
tween peak mobilization efforts and the maintenance of optimum levels of civilian 
production and consumption. . 

I sincerely feel that to wait until fiscal year 1955 for appropriations to continue 
essential business services activities might prove to be disastrous and I appeal to 
the Senate for an opportunity to present facts in such detail as it may require. 
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It is apparent that the Department has failed in the past to make clear the 
responsibilities of the Industry Evaluation Board and its role in the national 
security programs. 

The sole function of the Industry Evaluation Board and its staff is to identify 
from among the several hundred thousand products, services, and facilities con- 
stituting our industrial economy, those relatively few which are essential to de- 
fense mobilization, defense production, and a supporting civilian economy. The 
security ratings which the Board issues reveal the targets of the saboteur, spy, 
and attacking forces, whose mission is to do the greatest damage at the least cost. 
It is these ratings which guide the plant security activity of 10 Federal agencies, 
which in their relationships with industry and State, and local government agencies 
take actions for strengthening, maintaining, and protecting essential defense 
production. 

There are attached herewith requests for restoration of reductions proposed by 
the House committee in the form of amendments with page and line references to 
the bill as reported. 

Representatives of the Department will be available to appear before your com- 
mittee to furnish such additional information as may be required. 

Sincerely yours, 
Sincitain WEEKS, 
Secretary of Commerce. 
Attachments. 


BuREAU OF FoREIGN AND Domestic COMMERCE—ExportT CONTROL 
(House bill, p. 9) 
(House hearings, pp. 463-490) 


NS eae tcnakasato es eG eel shine $4, 800, 000 
RN hi et hin eid die lias ibn Seeded Waa die bend wee 5, 750, 000 
PRE SO WRROE 3 i OW dads deghe ee CEE ae S6 a as de 3, 700, 000 


(A reduction of $1,100,000 in the estimate) 
AMENDMENT REQUESTED 


The Department requests the following amendments: 

(1) Page 9, line 18, strike out: ‘‘$3,700,000” and insert: ‘‘$4,800,000’’, the esti- 
mate, or an increase of $1,100,000. 

(2) Page 9, line 19, strike out: ‘‘$900,000” and insert: ‘‘$1,200,000’’. 

(3) Page 9, line 21, strike out: “$70,000” and insert: ‘‘$90,000’’. 


EXTRACT FROM HOUSE REPORT (P. 10) 


“Export control.—The bill includes $3,700,000 to cover the costs of the export 
control program in fiscal year 1954. This item was not included in the regular 
annual appropriation bill for the Department of Commerce since the legislation 
continuing this program had not been enacted at that time. The amount allowed 
is $2,050,000 below the appropriation for the current fiscal year and is a reduction 
of $1,100,000 in the budget estimate. Of the total amount allowed, $900,000 is 
for the Bureau of Customs. The committee wishes to emphasize the fact that it 
does not consider the export control program to be a permanent organization.” 


JUSTIFICATION 


The requested restoration of $1,100,000 is detailed as follows: 





























Restoration 
1954 request House allowance | requested 
Average Average Average 
number Cost num ber Cost num ber Cost 
Personal services....-.......-.-.....-.-- 613 | $3, 257, 150 465 | $2,517,150 148 $740, 000 
A CN i. 6 2 lve ndntvonbnabtonsetiecnge <duh 4 fl p> %. | 40, 000 
ye ee eee 3, 510, 000 |...-..--- 2, 730, 000 |.....-- 780, 000 
Transfers: 
Customs Bureau...-.....-.....--- . 298 | 1, 200,000 220 900, 000 7 300, 000 
Salaries and expenses, Secretary -.-.- 26 90, 000 21 70, 000 5 20, 000 











TE cuvinentwchtcnsinnnkalenite 937 | 4,800,000 706 | 3,700,000 231 1, 100, 000 
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The budget estimates here involved are mainly for two activities (1) the actual 
export licensing operations performed within the Office of International Trade, 
and (2) the examination and clearance of individual export shipments for con- 
formance to license, which is performed by the Bureau of Customs. The redtic- 
tion in these estimates voted by the House of Representatives goes far beyond 
any foreseeable reduction in workload as explained in testimony to the House 
committee, and if not restored it would seriously affect this major program of 
national security significance. 

Since Korea and until very recently, exports of a large number of commodities 
had to be closely regulated for reasons of short supply. But security considera- 
tions are now the major justification for these controls. The President’s budget 
estimate took into account the apparent reduction in workload resulting from 
these changed circumstances and reflected in the fact that during the past fiscal 
year we were receiving an average of about 3,000 license applications daily and an 
estimate for the coming year of about 2,200 daily. Accordingly, last year’s 
appropriation provided for about 800 positions within OIT, and the President’s 
estimate for the coming year would provide for a few less than 600 such positions, 
whereas the House-voted reduction would compel OIT to try to operate with 
about 450. 

The fact is, however, that the actual workload has not fallen off as much as 
the number of applications would seem to indicate. In part, the anticipated 
reduction in the number of applications results from steps taken recently to permit 
exporters to simplify their work by submitting multitransaction or package-type 
applications. But OIT’s work in reviewing and processing is not thereby re- 
duced. Moreover, export license applications involving security problems, 
which, as previously mentioned, account now for a preponderant part of OIT’s 
workload, require more individual attention then applications involving short 
supply commodities which constituted a relatively larger percentage of last year’s 
workload. It should also be kept in mind that the number of violations that 
must be investigated and prosecuted has remained fairly constant. 


Transfer to Bureau of Customs 
1954 request , ; .. $1, 200, 000 
House allowance : = 900, 000 
Restoration requested SOG 35 a f itt hel sed . 300, 000 


Two types of activities of the Bureau of Customs are financed with export 
control funds. First, there is the “paper control’ of exports, exercised through 
the examination of export declarations in comparison with the appropriate 
export licenses issued by the Office of International Trade. No goods may 
legally be laden for export unless an authenticated export declaration is available 
Such authentications-are made by export declaration and license examiners of 
the Bureau of Customs, paid from export control funds. Second, this “paper 
control” is supplemented by physical examination, on a spot-check basis, of actual 
shipments to assure that the merchandise laden for export is in fact the merchan- 
dise for which an authenticated export declaration has been issued. 

Of the total 304 positions proposed in the President’s estimate of $1,200,000 
for customs export control operations, 280, or 92 percent are inspectors, exaniners, 
and verifiers directly performing the two functions described above. In addition, 
funds are provided for five customs agents, who investigate alleged violations of 
export control regulations, in close conjunction with the enforcement staff of 
the Office of International Trade. The remaining positions provided for in the 
estimate are clerical except for one liaison officer with OIT. 

The ‘‘paper control” referred to above is absolutely essential and must be con- 
tinued if any control whatsoever is to be exercised. Without the declaration and 
license examination to assure that the shipment is properly licensed, the physical 
inspection to determine that the merchandise exported is actually what has been 
licensed would have little meaning. Accordingly, these operations must be con- 
tinued and if curtailment is required, such curtailment must be effected in the 
physical inspection operations. There is no other area of operations available for 
reduction. 

The proposed reductions of customs export control funds from $1,200,000 to 
$900,000, a reduction of 25 percent, would require that 37 of the 98 proposed 
positions of customs inspector be eliminated; that 29 of the 76 positions of verifier 
be eliminated; and that small reductions be made in the declaration and license 
examining staff. In other words, the inspectional activities at all major ports 
would have to be substantially curtailed at the risk of substantially reducing 
security control of export shipments. 
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Transfer to salaries and expenses—O ffice of the Secretary 


LRM ONIE: ciiwerenn nee dae ed ame pems b uitlte dada wus aakntian’ duty $90, 000 
House allowance_____-~-.-- witha sa oe Ge hchnntecses boaas .. 70,000 
Restoration requested... -...........-.-- ah. déibunmess+akDasien 20, 000 


The requested $90,000 represents the estimated costs of centralized administra- 
tive services (such as personnel, payroll, auditing, accounting, mail and messenger, 
and the like) provided by the Ottive of the Secretary for the export-control pro- 
gram. Restoration of any program costs directly involve increased administrative 
service costs. The $90,000 represents costs of an average of 26 positions; the 
$70,000 would provide for approximately 21 positions. 


DEPARTMENT OF CoMMERCE—SALARIES AND EXPENSES, DEFENSE PRODUCTION 
ACTIVITIES 


(House bill, p. 28) 


(House hearings, pp. 357-390; Senate hearings, p. —) 
Estimate - - ‘ Gali OCTET 
LORS Dihibe nk at Janmbavicatakmies v2 ‘ ist cme ona eee 
House allowance. _. e re ... 4,000, 000 


(A reduction of $3,000,000 in the estimate.) 
AMENDMENTS REQUESTED 


The Department requests the following amendments: 

(1) Page 28, line 20, strike out: “$4,000,000” and insert: ‘‘$6,000,000,” or an 
increase of $2,000,000. 

(2) Page 28, lines 20-22, strike out: ‘Provided, That no part of these funds 
shall be available for continuation of the functions of the Industry Evaluation 
Board.” 

EXTRACT FROM HOUSE REPORT, PAGE 40 


“* * * These reductions are based on several factors: First, that the agencies 
involved in this work have been greatly reduced so that in some instances only 
liquidation expenses are involved; second, that the defense production estimates 
should not be used to begin or continue regular functions of the departments; 
and third, that existing governmental personnel and services are not properly 
utilized in the defense production program. The committee has specifically 
denied funds for the continuation of the rather nebulous functions of the Industry 
Evaluation Board of the Department of Commerce * * *.’’ 


JUSTIFICATION 


The Office of Defense Mobilization has delegated to the National Production 
Authority responsibility for the major portion of the Government’s mobilization- 
readiness program. The nature of this work requires industry know-how and 
firsthand experience in industry to assure that plans and programs are practical 
and realistic. The existing industry divisions, which are at present on a skeleton 
basis, include individuals of the type needed to do this job. However, the 
$4 million recommended by the House Appropriations Committee is inadequate 
to provide the minimum staff required by the agency to carry out its responsi- 
bilities under the Defense Production Act, and perform related business activities 
upon which long-range mobilization plans depend. 

Quite obviously, industrial preparedness of this Nation must rest upon a 
sound, prosperous, and healthy economy. This is the foundation on which the 
Government’s program for industrial preparedness is based. Industry is, at one 
and the same time, the keystone of peacetime prosperity and of national survival 
in the event of war. Because of the vital relationship of industry, both to peace- 
time prosperity and to wartime production, there must be a central group within 
Government for assuring that industry is, in fact, at all times both economically 
healthy and capable of carrying the burden of a wartime emergency. 

BP 0 estimates contemplate a program to achieve the specific objectives indicated 
ow: 

1. Assure the achievement of military and atomic-energy programs by channel- 
ing, where necessary, the materials and products required therefor in accordance 
with the provisions of the Defense Production Act of 1950, as amended; 
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2. Insure the development of practical mobilization programs by determining 
the production potential of the industrial economy as related to materials, 
products, and facilities, for which the Department of Commerce is the cognizant 
agency; 

3. Provide the framework for the integration of defense production and 
mobilization programs with industry’s long-range plans for maintaining civilian 
production and employment on a sound basis; 

4. Effect a smooth transition from peak mobilization efforts to the normal 
operations of a free-enterprise system; 

5. Cooperate with industry in the development of programs having as their 
purpose the maintenance of a continuing prosperity based upon a sound and 
stable economy. 

6. Assure consideration of the needs of small business and effect close collabora- 
tion with such small-business agency as may be established, with the view to 
maintaining and strengthening the position of small business in the national 
economy > 

7. Foster a more efficient and effective distribution of goods and services to 
promote the expansion of markets necessary for optimum utilization of the 
Nation’s productive capacity ; 

8. Provide business and industry with information designed to further tec- 
nological development for improved production efficiency, assist industry in 
voluntary standardization of products, and promote voluntary programs for the 
elimination of waste; and 

9. Provide the source of information, guidance, and judgment on industry 
and business affairs for the Congress and for other departments and agencies of 
the executive branch. 

The aecomplishment of these objectives depends upon favorable consideration 
by the Congress of this request for increasing by $2 million, the amount recom- 
mended by the House Appropriations Committee. 

The functions of the Industry Evaluation Board are considered to be among 
our key supporting measures to counteract basic elements of enemy subversive 
action. 

The enemy has a vast network for gathering information on the location and 
importance of our critical facilities. Our counteractivity derends upon the 
identification of these key facilities, and it is this function which aidsi n deter- 
mining where interceptor base, antiaircraft batteries, and missile-launchine sites 
should be located. This identification activity also furnishes the guidelines for 
the most economic utilization of the manpower of the internal security avencies 
whose responsibility it is to protect these most vital facilities from clandestine 
and sabotage operations. 

To deny funds to the Department for the performance of this function will 
not result in any savings of funds. Actuallv, since the identification of critical 
facilities and their protection is a continuing responsibility of Government in 
any emergency, it would be necessary for several departments, who now de»vend 
upon the Department of Commerce for the establishment of security ratings, 
to organize independent programs to continue that work. This, of course, would 
result in the application of varying standards, duplication of effort, and a sub- 
stantial increase over the cost of the present operation. 


COMMUNICATION FROM PRESIDENT 


Senator Corpon. We will also insert in the record at this point 
the communication from the President with regard to the proposed 
supplemental appropriations for the Department of Commerce. 

(The document referred to follows:) 


(S. Doc. 60, 83d Cong., Ist sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING 
A Proposep SupPLEMENTAL APPROPRIATION FOR THE DEPARTMENT OF CoM- 
MERCE, FiscaL YEAR 1954, AmMountTina To $45,000,000 


Tue Waite Hovss, 
Washington, July 20, 1953. 
The PrResIDENT OF THE SENATE. 
Srr: I have the honor to transmit herewith for the consideration of the Congress 
a proposed supplemental appropriation for the fiscal year 1954, in the amount of 
$45 million, for the Department of Commerce. The details of this proposed 
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appropriation, the necessity therefor, and the reasons for its submission at this 
time are set forth in the attached letter from the Director of the Bureau of the 
Budget, with whose comments and observations thereon I concur. 
Respectfully yours, 
Dwieut D, E1rsennower. 


Executive OFFIcE OF THE PRESIDENT, 
BuREAU oF THE BupGet, 
Washington 25, D. C., July 17, 1958. 
The PresIDENT, 
The White House, 

Srr: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for fiscal year 1954, in the amount of $45,000,000, for 
the Department of Commerce, as follows: 


“DEPARTMENT OF COMMERCE 
“Maritime Activities 
“OPERATING-DIFFERENTIAL SUBSIDIES 


“For an additional amount for ‘Operating-differential subsidies’, $45,000,000, 
to remain available until expended.” 

Funds requested will be used to pay operating-differential subsidies earned by 
ship operators in calendar years 1947-53 under present subsidy contracts. ‘The 
revised budget estimate for this appropriation for the fiscal year 1954 was 
$65,000,000. The House reduced this estimate to $25,000,000 and the Senate to 
$20,000,000; the bill containing this appropriation is now in conference. In its 
report the House Appropriations Committee requested the Department of Com- 
merce to reexamine this subsidy operation to determine more exactly the needs 
for fiscal year 1954 and indicated that the $25,000,000 it was recommending would 
be sufficient to make the necessary payments pending completion of the survey. 

The Department of Commerce has restudied the requirements for subsidy 
payments during fiscal year 1954 as requested. This study has reaffirmed its 
conclusion that a minimum of $65,000,000 will be needed to make payments on 
vouchers submitted by the subsidized ship operators during 1954. In its judg- 
ment, the requirements may actually turn out to be substantially higher than the 
$65,000,000. 

The Department of Commerce already has in hand subsidy vouchers totaling 
$18,000,000 for payment out of the fiscal year 1954 appropriation. It estimates 
that the amount of $20,000,000 approved by the Senate would be exhausted before 
September 1, 1953, and that the amount of $25,000,000 recommended by the 
House would be almost exhausted by the end of the first quarter. ‘The additional 
amount provided herein would enable the Department to meet its obligations 
within a reasonable period after they fall due. 

I recommend that the foregoing proposed supplemental appropriation be 
transmitted to the Congress. 

Respectfully yours, 
Jos. M. Dopar, 
Director of the Bureau of the Budget. 


EXPORT CONTROL 


Secretary Weeks. Mr. Chairman, first of all, may I refer to the 
appropriations involving export control. 

In fiscal 1953, the Department had $5,750,000 for this purpose. 
This year we did not make the request until the supplemental be- 
cause of the fact there was no authorizing law at the time the original 
budget went in. But we requested only $4,800,000. The reduction 
was largely on account of the fact that the requirements for the con- 
trol of short supply raw materials were no longer necessary except 
in relatively few instances. So we were able to cut out that par- 
ticular activity of the Department to a large extent. ; 

The appropriation which we did request, therefore, $4,800,000, 
involved practically solely the security aspect. The House bill cut 
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our request from $4,800,000 to $3,700,000. That is approximately 
a 25-percent cut. 

The effect of it, as it stands, will be that we will have to relax the 
controls and slow down the process of granting licenses to exporters 
who have legitimate reasons to request such licenses. 

Mr. Macy is here to discuss that further, so I will let my remarks 
stand as I have just stated the case. 


SALARIES AND EXPENSES, DEFENSE PRODUCTION ACTIVITIES 


Secretary Weeks. I am particularly concerned, Mr. Chairman’ 
with the particular supplemental request for the defense production 
activities. We requested $7 million and the House cut it to $4 million. 
They inserted language which would require us to devote the funds 
appropriated by the House solely to defense. They also inserted 
language which would prevent our using any of the funds for the 
Industry Evaluation Board. 

I would like, if I may, to discuss this particular appropriation, which 
is of great concern to the Department of Commerce and, I think, to 
the country. 

We are asking the Senate to restore not the $3 million cut by the 
House, but only $2 million, making the total appropriation $6 million. 
The reason we are not asking for a full restoration is that we have been 
able to consider the elimination of certain functions which my asso- 
ciate, Mr. Sheaffer, and others who are here with me, will discuss. 


EFFECT OF HOUSE LANGUAGE 


” I would like to give a little history. When the NPA was established 
3 or 4 years ago, the Office of Industry and Commerce of the Depart- 
ment of Commerce was, I think, almost literally taken over and set 
down in the NPA to form the nucleus of the new activity concerned 
with defense preparation. The effect of the language inserted by the 
House, by which it-would require this $4 million to be expended on 
defense activities alone, the effect of it almost literally wipes out, or 
does literally wipe out the Office of Industry and Commerce in the 
Department of Commerce. And I think it is very bad. 

Senator Corpon. May I inquire, Mr. Secretary, whether you refer 
to the limitation in the bill itself, or do you refer to the report on the 
subject? 

Secretary Werks. The language is in the report. 

Senator Corpon. The bill only goes to a prohibition against the use 
of the funds in connection with the continuation of the functions of 
the Industry Evaluation Board. You are not referring to that alone, 
are you? 

Secretary Wnrks. No. Iam referring to the language in the report, 
which I sincerely trust will not be controlling because, as I say, if it 
did control, you are in effect wiping out the Office of Industry and 
Commerce. 

As to these defense activities—we hope they may eventually drop 
off. Next year, for example, in the fiscal 1955 budget, I would say 
that the Office of Industry and Commerce ought to be put back in 
the regular budget. But when the recent administration, the late 
administration which went out on January 20th, put in their Com- 
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merce budget, they visualized, that the Defense Production Act 
would be continued and that under it, NPA would continue. If 
NPA continued, so would the personnel taken from our Office of 
Industry and Commerce, who would continue to perform the over- 
lapping industry and produc tion services of both defense and normal 
business conditions. When defense functions of NPA were slowed, 
the reduced appropriations did not provide for continuing the normal 
business services which NPA had been performing as a part of its 
defense work. 

I feel that we just have to have the required funds, to continue those 
functions and we will make provision in the fiscal 1955 budget request, 
as it should be made. 

Senator Corpon. May I inquire with respect to the Office of 
Industry and Commerce, as that division has heretofore existed in the 
Department, will someone on your siaff be prepared to testify with 
respect to that, Mr. Secretary? 

Secretary Weeks. Mr. Chairman, yes. 

I would simply like to say on that that when the NPA was originated, 
this Office of Industry and Commerce was sent over there to form a 
nucleus, and the duties of the Industry and Commerce Office and the 
defense activities are so inextricably interwoven that it had to be that 
way. 

The effect, as I say, of this restrictive language in the House report 
is to almost eliminate that office, which I think is bad. 

Senator Corpon. Mr. Secretary, the National Production Authority, 
as it was termed, has merged with the old permanent agency of 
Industry and Commerce, and the latter has lost its identity, and 
unless it is resurrected when the defense production activities them- 
selves go out, you will just be short that particular activity in the 
Department; is that correct? 

Secretary Werks. That is absolutely so. And as I say, the ball, 
so to speak, has fallen between the two outfielders in this particular 
situation that arises. 


INDUSTRY EVALUATION BOARD 


Now, I would like to say a bit about the language in this bill con- 
cerning the Industry Evaluation Board. The new administration in 
the Commerce Department is quite cognizant of the fact that the 
Industry Evlauation Board has, I think, exceeded the bounds for 
which it was originally established and has gone further in its activities 
than is necessary. We intend to do something about that. 

I would like to say this: I am quite sure in my own mind, from the 
standpoint of the security of this country and the national defense, 
that unless the work—may I say the legitimate work—done by the 
Industry Evaluation Board is done by some agency, the best security 
interests of this country are not being served. 

May I explain in this manner what I mean: They are studying 
from the standpoint of our defense position the power facilities aaa 
other manufacturing facilities. Specifically, m the business I was in 
before I came to Washington, we might be making a very important 
part for the Air Force, we will say, and the Air Force says: ‘‘We have 
to have a second source, for security reasons.” 





268 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


In one case, I happen to recall, we had a plant doing this work in 
Boston, and we had another plant in California. So that could serve 
as the second source. 

However, in my judgment, from the standpoint of security, the 
Commerce Department, through the Industry Evaluation Board or 
some agency, must not only be studying second sources but third and 
fourth sources. That is one of the types of activity that has to be 
undertaken by somebody. 

I can assure you, Mr. Chairman, the Industry Evaluation Board, 
under the present administration of the Department—if this language 
is elimmated, which I sincerely hope it may be—will concern itself 
solely with preparing along those lines for whatever may happen from 
a defense standpoint in this country. 

I pray that that prohibiting language be eliminated because I think 
we are not serving the best defense interests of the country by having 
it a specific part of the legislation. 

Senator Corpon. The House seems to have thought the elimination 
of this Board was needed so that they wrote it into the bill. I think 
it is readily apparent that a real case has to be made for it here from the 
standpoint of the Department. 


BOARD ACTIVITIES 


You mentioned earlier in your discussion that you felt that this 
Board has assumed—taken it itself—other activities than those for 
which it is properly responsible, and, as a result brought criticism upon 
itself. 

Could you just give us a little bit more comprehensive picture of the 
situation that did develop? 

Secretary Werks. Might I ask Mr. Sheaffer to comment on that 
particular phase? 

Senator Corpon. Surely. 

Mr. SHearrer. The inclination is always in carrying out a program 
to go the limit and detail the program perhaps beyond its necessity. 

We think that the big trouble here has been the scope of their 
activity. You cannot detail every industry in this country and have a 
supplementing force, but you can pick the important ones, the 
essential industries and do the job well with those that are essential. 

I think the basis upon which the criticism has rested—and this is 
an assumption, Mr. Chairman—is that that Board has gone farther 
in that respect than was necessary. 

Now, we have already cut that in half. 

Senator Corpvon. How long has this Board been a division of the 
Department? 

Mr. Suearrer. Mr. McCoy, will you answer that? 

Mr. McCoy. It was organized in 1949 and 1950. It started opera- 
tions under the program of the National Security Council. It is one 
of the subcommittee activities of that Council. 

Senator Corpon. If you know, how did it happen to become a part 
of the Department of Commerce? 

Mr. McCoy. By arrangement with the National Security Board 
and the then Secretary of Commerce. ’ 

Senator Corpon. Arrangements were made at that time for the 
Department of Commerce to become , 

Mr. McCoy. The central point for this Board in the Government. 
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EVALUATION OF CRITICAL INDUSTRY 


Senator Corpon. The responsible active agent in the evaluation of 
critical industry in this country for the purpose of advancing the 
national security; is that a fair statement of it? 

Mr. McCoy. Yes, sir; for identifying those facilities in this country 
which were very critical and essential to defense. 

Senator Corpon. Do you identify them and then furnish a list of 
them and then attempt to evaluate? 

Mr. McCoy. It is both, Mr. Chairman. The capability or the 
merits of a particular product in defense, the plants that produce it, 
and the evaluation of the particular production from the standpoint 
of its importance to our national security. 

Senator Corpon. I can understand your having a very important 
job to do in determining capacity for production in a given field, for 
determining the geographical location of source, for determining and 
reporting to some responsible agency—and I think it would be in the 
defense field—-the possibilities of increasing the number of source 
outlets. 

I do not quite understand that it would be necessary for this agency, 
in the first instance, to determine what is the critical production in 
question. It seems to me that ought to come from your Defense 
Department to you. Is that right, or not? 

Mr. McCoy. We provide the central point where that kind of infor- 
mation is collected in one point, with all agencies participating. Then 
there is a determination of the degree of the critical nature of a 
particular facility. 

It is one point, Mr. Chairman, where all this is done to obviate the 
necessity of several agencies doing the same thing, in the Department 
of Defense, the Office of Defense Mobilization, and the Department 
of Commerce. It is all done as a cooperative undertaking by a 
number of agencies which are concerned with this very vital part of 
the national security. 

Senator Corpon. I recall the hearings we had beginning in 1951 
and 1952 on this matter of several agencies set up after the beginning 
of what has become the Korean ddan. I have some background 
and knowledge of the mechanics as well as the structure of the overall 
agency. Now this is part of it. 

Proceed, Mr. Secretary. 


COOPERATION WITH ODM 


Secretary Werks. What I was going to say, Mr. Chairman, is that 
the Office of Defense Mobilization is planning, and we, the Depart- 
ment of Commerce, are in the position of implementing their plans 
and helping in that direction. The Defense Establishment, the 
Office of Defense Mobilization, and Commerce are working together, 
but we are supposed to be in the position of doing the legwork, so to 
speak. 
oy think, on this particular Industry Evaluation Board, that what 
happened, as we see it, was that they did not focus on the really 
essential things that need to be studied. They got bogged down in 
too much detail on studies actually undertaken. 
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That is what I mean when I say that we are cognizant of the fact 
that the job can be done, shrunk down and be done, insofar as defense 
is concerned, with less money and better. 

But we do think it has to be done some place, and this is the place 
to do it. 

Senator Corpon. This is an Appropriations Committee, Mr. Secre- 
tary, and we are dealing with money, and only incidentally with 
substantive law. 

Let us see what we can find out about the dollars that have been 
expended by this particular activity. Does anyone have a statement 
here of the annual expenditures of this division of Commerce? 

Secretary Wenks. Mr. Chairman, could I make one other point, 
and then my associates can take up this detail, if I may? 

Senator Corpon. Surely. 

Secretary Werks. There is this point that we would like to make. 
We are asking that funds be provided by suitable language so that 
we can in effect liquidate the NPA with the terminal-leave funds 
required and so on. 

NPA RETURN OF FUNDS 


The NPA turned back $3,800,000 of unexpended funds at the end 
of the fiscal year. ‘There are terminal-leave payments necessary'in 
the shrinkage of the agency and the liquidation of the old facilities 
that are now out of the window on account of the elimination of con- 
trols. 

And, of course, if they are taken care of from the fiscal 1954 appro- 
priations, it is going to be a severe handicap, and they should be 
taken care of by suitable language from the funds that have been 
turned back. 

Senator Corpon. Why did you noi take care of them during” the 
fiscal year 1953? If you liquidated at the end of 1953, all that would 
need to be done was to write the checks on the last day and they 
would be paid out of the appropriations. 

Secretary Werks. I do not think we could do it. 

Senator Corpon. I suspect that is too simple. 

Secretary Werks. It certainly is. 

Mr. Chairman, that covers the points I had wanted very much to 
raise, 

I have associates here, Mr. Sheaffer, Mr. Worthy, Mr. McCoy, and 
Mr. Nielson, who will answer your questions. 

Senator Corpon. I assume you want to go about your other mul- 
titudinous duties, Mr. Secretary, and leave these folks here to present 
the matter in detail. 

Secretary Wexks. I appreciate that, Mr. Chairman. 

Senator Corpon. We are very happy to have had you, Mr. Sec- 
retary. 

Secretary Werks. Thank you, Mr. Chairman. 


ANNUAL EXPENDITURES 


Senator Corpon. While we are on this subject matter: I asked 
for a statement as to the annual expenditures of this Evaluation 
Board since its inception. Do you have that? 

Mr. Nretson. Mr. Chairman, in the justifications, there is for 
1953 an amount of $162,000 which was used for the Industry Evalua- 
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tion Board to cover 23 employees. The 1954 estimate is 23 em- 
ployees, with $155,500. 

Senator Corvon. What about 1952? 

Mr. Nrevson. Mr. Chairman, I do not have that available but 
will be glad to supply it. 

(The matter referred to follows:) 


Industry Evaluation Board—Actual obligations, fiscal year 1952 


Personal services _ _ 3 $137, 864 
Travel. _ - part. bi AU pie alte i a. pit , 1,522 
Transportation of things_-_- Ci dieitiies emte lf cs 2, 268 
Printing and reproduction _ - tiadied cit S as , 1, 875 
Other contractual services _ - ; ; en 6, 216 
Supplies and materials ; 1, 939 
Equipment. ___----- LOA son ‘ g a 3, 021 

Total. _- . Mon tina eee Al at . 157, 705 


Senator Corpon. You had 23 employees last year and getting a 
little bit out of hand, and you have not done much shrinkage. You 
shrunk the amount of money by $5,000 or so, but you have not 
shrunk the number of employees. If you are going to do less | 
should think you could do less with less people. 

Mr. Nizuson. Mr. Chairman, what | was reading to you was the 
justification that was presented to the House. This revised amount 
which we are asking now in the Senate will provide approximately 
five people for the Industry Evaluation Board. 

Senator Corpon. And it will cost approximately how much? 

Mr. Nretson. About $50,000. 

Senator Corpon. That must include something besides salaries. 

Mr. Niguson. That will include some other objects, Mr. Chairman. 

Senator Corvon. Do you have an item breakdown? 

Mr. Nietson. I do not bave the item breakdown for other objects 
for the Industry Evaluation Board, but I will be able to supply it for 
the record. 

Senator Corpon. Very well. 

(The material referred to follows:) 


Industry Evaluation Board—Estimated obligations, fiscal year 1954 





Personal services _—._.__- EIT IAS SSI feats GRE __.. $40, 000 
GRD Gs) JULIA Aso. Jad. Je Dee WG ss 4A . ies 1, 500 
‘Traneportation Of things... .. lessee uenns 50~)ous sea lands deus 750 
I Nh cern es cttw agin ns Gintdmerove vent 1, 000 
CJURer GOCROGME BOE WIOON. oo. oo no eon wow ene cacceeeu-- Sie tae ore 6, 550 
Sapper aur meer Sb Se ek. ~pasiee: LIS. P.aihe 200 

NE ee rls lees) > dest atios <uble~ sacks «accensnas ace 50, 000 


Senator Corpon. Now, gentlemen, you may follow your own out- 
line in presenting your case. 

Mr. Suearrer. Mr. Chairman, Secretary Weeks has outlined to you 
briefly the main points of our appeal to this committee, to increase 
the appropriations for defense activities allowed by the House from 
$4 million to $6 million. I should like to support his statement with 
additional details and comments on the points he has raised, as well 
as certain other matters pertinent to our operations in the industrial 
and business field which this appropriation covers. 


85192—53——_18 
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BUDGET RECUEST 


The budget request by the President for $7 million for Commerce 
Department activities is for functions in the National Production 
Authority, the Field Office Service, the Office of the Secretary, the 
Office of International Trade, and the Defense Air Transportation 
Administration. 

Of the total $7 million, $6,409,000 is presented for the National 
Production Authority or its successor agency. In the distribution of 
the $4 million allowed by the House, $3,409,000 has been tentatively 
allocated to the National Production Authority, the balance spread 
among the other agencies of the Department mentioned. 

In my discussion I shall deal primarily with the NPA, which is the 
principal agency of the Department carrying on defense-production 
and business-service functions. 

We have tentatively distributed the $6 million request by assigning 
$5,409,000 to the National Production Authority. It is this amount 
which IJ will primarily support in my discussion. 

As this committee is aware, Congress provided the Commerce 
Department $375,000 as an interim appropriation for the month 
of July, the functions and operations for which the President has 
requested $7 million. This one month’s appropriation is at the 
rate of $4,500,000 on an annual basis. 


PERSONNEL 


On the basis of the President’s estimate we had planned to carry 
over roughly a personnel of 900 into the fiscal year. The action by 
the Congress on the reduced interim appropriation for the month of 
July forced us practically overnight to reduce our staff to 420 people. 
After 20 days of operation this month, with this number of people, 
we know that our defense and related operations will be seriously 
deficient with an annual appropriation of $4 million. 

The reduction in force required at this level of appropriations is 
making it impossible for some of our important divisions to function 
as they should. 

Senator Corpon. Am I to understand that it is the view of the 
Department that these emergency agencies set up because of the 
Korean emergency are now deemed to be permanent, continuing 
divisions of the Department of Commerce? 

Mr. SHearrer. Not permanent, but as they relate to the defense 
allocations or set-asides of defense materials, we have just as much 
of a job to do as we have ever done, except allocations of materials. 

Senator Corpon. What did you ever do beyond the allocation of 
materials? 

Mr. Suearrer. Actually, what we have done is set aside the 
materials for the use of the Defense Department. 

Senator Corpon. That is allocations; is it not? 

Mr. Suearrer. Allocation is applied to allocating the material 
through the suppliers, in some instances, Mr. Chairman. 








TUN 


we & 





THE SUPPLEMENTAL APPROPRIATION BILL, 1954 273 


PRESENT FUNCTION 


At the present time our function remains to provide the defense in 
aluminum, steel, and copper and some scarce materials with whatever 
they need and whatever they request for defense production, and also, 
of course, the Atomic Energy Commission. That function is a 
continuing one. 

Now, we go from 4,700 to 400 people, maintaining a fairly substan- 
tial portion of the defense requirements and supporting the defense 
production that we have had before with 4,700. 

I think that the reduction that we have made in the face of the 
requirements of the activity of the Department in its proper sphere 
has been pretty substantial, and I think it has been certainly as of 
now, brought to a very compact position, to say the least. 

Senator Corpon. That is a very considerable reduction. Of course, 
it is not a great enough reduction if we do not need the agency. Cut 
the 400 more and we would be better off. 

You make your case for the agency. 

Mr. SHearrer. Let me say this, Mr. Chairman: This Department 
is delegated, it has the delegation of power by the President, as the 
operating agency under the broad plans of ODM, with respect to 
allocations and set-aside of material for defense production. 

Senator Ropertrson. May I interrupt you there? 

When we continued the Defense Production Act we stripped it of 
everything except the powers of allocation. Is your agency the one 
that administers that act? 

Mr. SHEAFFER. Yes, sir. 

Senator Ropertson. With the small force now engaged in that, 
who would administer the act? 

Mr. SHearrer. No one. 

Senator Roprerrson. They told us it was very essential, even 
though the war in Korea should end and a tremendous amount of 
material is no longer shipped there, we would still have tremendous 
demands upon us for Europe, Asia and our own defense agencies, and 
while that defense program was going on, the President would have to 
allocate some strategic materials that were in short supply. 

Mr. Suearrer. That is quite correct. 


BASIC MATERIALS 


Senator Rosperrson. And they enumerated five of them in particu- 
lar. Copper was one of them. 

Mr. SHearrer. Copper, aluminum, and steel are the basic ma- 
terials. 

Senator Ropertson. They did not indicate that they had any 

uestion about steel. They thought they were going to decontrol 
that so there would be enough steel for everybody; except certain 
forms of structural steel. 

Mr. SHearFrer. All these are decontrolled as far as their application 
to the civilian economy comes, except nickel. 

As far as our Department is concerned, the first take of industrial 
production is a certain amount of copyer a certain amount of steel 
and aluminum for defense production before the civilian economy gets 
it. That is a continuing operation. 
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Senator Rorertson. Do you make that estimate? 

Mr. Suearrer. We make that estimate and we make those set- 
asides. 

Senator Roperrson. And it is on the basis of that estimate that 
they can either decline to allocate for civilian use or allocate? 

Mr. SHEAFFER. Yes. 

Senator Rosnerrson. If you say “We have enough for defense’’ 
then you do not have to allocate it. But if they report that “we 
cannot mect all civiian demands and what you are going to use for 
defense,”’ then the President would have to step in with a set-aside 
for priority. 

Mr. McCoy. Senator, the use of the word “allocate’’ means to 
allocate to all uses. 

The Defense Production Act, as you know, Senator, provides in 
title 1, for preference for all military contracts over private contracts. 

Section 010 (b) provides that in the event of material that is used 
in defense to such an extent that its use would create dislocation in 
the civilian economy, the President may allocate after such a finding 


ALLOCATION OF NICKEL 


Today there is only one material that is allocated to defense, to 
atomic energy and to civilian production, and that is nickel. That 
is the only one that is completely allocated. 

Senator Corpvon. What do you mean by completely allocated? 

Mr. McCoy. To every user, Mr. Chairman. To atomic energy 
and to defense, and industrial and commercial users. 

It is allocated, Mr. Chairman, by set-asides for defense and atomic 
energy for nickel. 

Another set-aside is made for the stockpile. That takes such a 
large quantity of the total supply available to us, that serious dis- 
location in the civilian economy would occur unless we allocate the 
balance of that nickel to all users on an equitable basis. We are 
doing that on nickel. We recently decontrolled four other alloying 
materials by eliminating allocation to nondefense uses. 


STCCKPILING 


Senator McCarran. Where does your stockpiling come in on other 
allocations? 

Mr. McCoy. Stockpiling today is a first requirement after military 
and before civilian use. 

Now, the allocation of copper, aluminum and steel—— 

Senator Corpon. Let us talk about that other for a minute. 

In my day, in going into this matter we had a Munitions Board 
handling that. What has happened to that? 

Mr. McCoy. The Munitions Board was abolished in the reorgan- 
ization of the Department of Defense. 

Senator Corpon. Who took over its duties? 

Mr. McCoy. May I say, Mr. Chairman, the Munitions Board 
never handled this kind of operation. During the last war, the War 
Production Board carried this out. 

Senator Corpon. I had a man from the Munitions Board before 
this committee time after time on the critical materials. He was 
Captain— 
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ont T Rosertson. Charley Wilson was the man that handled 
that. 

Mr. McCoy. The old Munitions Board had responsibility for 
stockpiling, 

Senator Corpon. That is what I am talking about; stockpiling. 
Let us stay on the stockpiling until we get through with it. 

Mr. McCoy. Yes, sir. 

Senator Corvon. When the Munitions Board had the job of 
stockpiling, it went all through this world buying critical metal 
making fantastic and outlandish contracts for it. It came before, 
this committee time after time with charts and graphs and tables 
indicative of the total amount of each of these metals that was needed, 
the amount that could be domestically secured, the amount that had 
to be bought offshore, the percentage by which we were short of the 
necessary stockpile and so forth. 

That was done by the Munitions Board. Who does it now? 

Mr. McCoy. The Office of Defense Mobilization is now directly 
in charge of stockpiling. 

Senator Corvon. Where is that located? 

Mr. McCoy. That is in the Executive Office of the President. 


AUTHORITY TO DIRECT DELIVERIES 


Senator Corpvon. If they do the stockpiling, what is your duty with 
reference to it? 

Mr. McCoy. Mr. Chairman I did not say we have any function of 
purchasing for the stockpile. 

Senator Corpon. Do you, now? 

Mr. McCoy. No, sir. We have authority to direct deliveries to the 
stockpile in accordance with a program established by the Office of 
Defense Mobilization. 

Senator Corvon. They determine what is needed in the stockpile, 
and then they must transmit a directive to you, and you go out and 
allocate from the supply sources to the stockpile? Is it that sort of 
a piece of red tape operation? 

Mr. McCoy. Mr, Chairman, it may be called red tape, but the 
President has delegated to the Office of Defense Mobilization the 
responsibility for stockpiling program. That is under reorganization 
plan No. 3. 

Senator Corpon, That is immaterial to me. 

Mr. McCoy. I say there is where the authority rests. 

Senator Corpon. I am asking you who has the authority, whether 
it is No. 3 or No. 12? 

Mr. McCoy. The Office of Defense Mobilization. 

Senator Corpon. You have nothing whatever to do with that? 

What is your authority? What is your obligation in connection 
with this stockpile? 

Mr. McCoy. Precisely this, Mr. Chairman: When a program is 
established for a stockpile goal and accumulation rate established, 
the Office of Defense Mobilization informs us, and if necessary, we 
issue the proper instructions or authority to the suppliers to deliver 
to the stockpile. 

Senator Corpon. Who would purchase from the suppliers in the 
first instance? 
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Mr. McCoy. 
ment. 

Senator Corpon. Why cannot the ODM and General Services 
supply their own needs? 

Mr. McCoy. That is what happens, except 

Senator Corpon. You are in between? 

Mr. McCoy. No, sir. The authority granted in the Defense Pro- 
duction Act, as extended, is delegated by the President to several 
agencies of the Government, for the execution of programs. We are 
delegated the operating responsibility under title 1, for example, to 
operate a system of priorities and allocations to carry out the defense 
mobilization program. 

Senator Corpon. That is just a bunch of words. 

Go ahead. Let’s go. 

Mr. SuHearrer. Mr. Chairman, I would like to mak? one point that 
I think is a little difficult to explain. I know before I came here I 
found that point difficult to comprehend. 








General Services Administration, for the Govern- 





ODM PLANNING AGENCY 


The ODM is, generally speaking, the broad planning agency of the 
executive branch on defense matters. But the President has delegated 
the powers of operations under those plans, and operations under the 
broad plans of ODM, to the Department of Commerce. We carry 
out the operations and the fulfillment of the responsibilities of their 
plans. It is on that basis that our general operation in this division 
depends. 

Senator Corpon. What is that agency that does it, again? 

Mr. Saearrer. The Office of Defense Mobilization. It has been 
NPA, and it maintains the operational defense functions under a con- 
tinuation of the NPA functions in the Business Services Administra- 
tion of our Department. 

Senator Cornpon. Go ahead. 

Mr. Suearrer. Shall I proceed with my main statement? 

Senator Corpon. Please do. 

Mr. SHearrer. Although we have had no serious delays, at the 
moment we can foresee that our inability to function promptly and 
effectively for military and AEC production may cause a lag in the 
future of vital military production. 

I should like to now discuss and go into some detail for you on the 
main reason upon which we base our appeal for an increase over the 
House action. 

As I indicated at the outset, we have had experience with a staff 
based on a $4 million appropriation. We find it decidedly inade- 
quate. We know that we cannot properly function and cover all the 
responsibilities that are assigned to us with less than a total appro- 
priation of $6 million for all purposes. 

Furthermore, under the distribution of the House allowance, the 
National Production Authority with $3,409,000 would be reduced to a 
personnel complement of 297 positions. This would be a large esti- 
mate due to the necessity of liquidating costs out of the $3,409,000. 
The situation would force us to drop some parts of our defense pro- 
gram entirely and eliminate completely several industrial divisions. 

As I shall mention, it will be of decided benefit if our liquidating costs 
could be specifically provided out of last year’s unobligated appro- 
priation. 
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Even with that assistance, however, we would be deficient in person- 
nel and funds for the proper performance of our defense and other in- 
dustrial responsibilities. We now require not in excess of 600 posi- 
tions, which would, with rigorous economy in operations and full utili- 
zation of all personnel, enable us to perform adequately in the National 
Production Authority or a successor organization. 


INCREASE NEEDED FOR DEFENSE MATERIALS SYSTEM 


Most urgent of the needed increases are for the defense materials 
system, which is administered by the Department of Commerce. 
We need to increase the personnel complement from the House allow- 
ance of roughly 136 positions to 266. Ineluded in these operations 
are the allotment, set-asides of controlled materials for military ard 
AEC priorities, special assistance action to break bottlenecks and to 
expedite military production, the aliocation of nickel to all military 
and AEC uses, as well as to all activities of all civilian industry, and 
the examination of tax amortization applications and defense loans 
and making of specific recommendations on these applications to the 
Office of Defense Mobilization. 

Senator Corpon. Did you say defense loans? 

Mr. Suearrer. Yes. 

Senator Corpon. Are you still making defense loans? 

Mr. SHearrer. The examination of tax amortization applications, 
Mr. Chairman, and defense loans, you see. We examine those appli- 
cations and we make our recommendations, specific recommendations, 
to the Office of Defense Mobilization. 

The President has recently issued a statement outlining the policies 
and objectives of the mobilization readiness program, which is a 
very important factor in our national security. 

By de legation from the President through the Office of Defense 
Mobilization, and other programs established by ODM, the Depart- 
ment has the important responsibilities in developing, with the coop- 
eration of industry and business, adequate industrial preparedness 
measures. Under the House allowance, our personnel complement 
for these functions would be 80 positions. We need to increase this a 
modest amount to 120 positions. 

Senator Corpon. Modest amount of 50 percent? 

Mr. Suearrer. It is not large in the amount of people for what we 
are required to do. 

Senator Corpon. How many did you have last year for that? 

Mr. McCoy. I could not give you that exact figure, Mr. Chairman. 

Senator Corpon. I would say, as acting chairman here, I hope 
when you come before the committee again you come prepared. 


COMMITTEE EXAMINATIONS OF REQUESTS 


You want to understand that this committee is going to make & 
critical examination into these requests. That is our job to do that. 
T want you to understand that there is nothing personal about this. 
The only way we can test the soundness of the request you make for 
dollars that the taxpayers have got to pay is by a most careful and 
searching inquiry. 

One of the primary questions, of course, would be, if you come in 
here and say that you are making changes in the interest of efficiency 
and economy, you ought to be ready to back them up. And the first 
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question would naturally be expected is if you are asking for so many 
persons to do the job this year, how many did it take to do it last year? 

Mr. McCoy. Mr. Chairman, may I try to answer your question? 

Senator Corpon. Yes, go ahead. 

Mr. McCoy. This particular program you mentioned here was 
started only the latter part of the last fiscal year. 

Senator Corpon. Then why is it so important if we got through 
the Korean war with that? 

Mr. McCoy. This is the mobilization preparedness program, Mr. 
Chairman. 

Senator Corvon. I thought the whole thing has been prepared 
necessary? 

Mr. McCoy. No, sir. This is an extension of the defense produc- 
tion activities under programs established by the Office of Defense 
Mobilization. We do not begin this program ourselves in our agency 
in NPA unless the Office of Defense Mobilization had prepared a 
program and presented it to us. 

Senator Corpon. It has taken from 1950 to now to get that kind 
of a program out? 

Mr. McCoy. Yes, sir. This particular type of program came to 
us in the latter part of 1952. 

You asked specifically how many people were working on this last 
year as compared to what we are asking now. My best guess is, 
without going precisely down to all the people employed in December 
and January, February, and March, that we are asking for about the 
same amount of people for this fiscal year as were engaged on it in 
the latter part of 1952, in fiscal year ’53. 

Mr. Suearrer. | would like to say, Mr. Chairman, that heretofore 
when we have come to an emergency, that we have found ourselves 
without any executive branch able to handle an operating agency for 
war. And it is a part of our duties, as we have been advised, to form 
and keep ready a nucleus of an operating agency and the plans for 
an operating agency. 


DELEGATED REQUIREMENTS 


The basis of our delegated requirements, we have the mobilization 
base and preparedness programs, including post-attack. Those are 
delegated to the Department of Commerce as the operating agency 
in time of emergency. 

In our budget estimate we calculated we would need about 115 
positions to perform industrial services for business and industry and 
commodity services for the various agencies of government, including 
commerce. Although we have made this estimate for justification 
purposes, actually there can be no arbitrary distinction between 
services to government and business and our defense mobilization 
function. : 

Senator Corpon. What are those services? 

Mr. Suearrer. I can read the services we anticipate, the Business 
Services Administration—— 

Senator McCarran. Is that what you enumerate under justifica- 
tion? 

Mr. Suearrer. That is covered to a degree in the later part of my 
statement, but I have a complete statement on the business services. 
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Senator McCarran. This is the first part of your statement. 
There is the heading ‘Justification’? and you have nine provisions 
there. Please tell me what they mean. 

Mr. Suearrer. Those are similar functions—— 

Senator McCarran. Those are beautiful conglomerative words 
there, but I see nothing that forms a conclusion. 

Mr. Suearrer. We are trying to give the committee the general 
requirements that this Department has bad detailed to it by defense 
mobilization and direct delegation for an operating agency for the 
executive branch of the Government. 

Senator Ronertrson. Suppose you discuss in more detail the sug- 
gestion you make on page 6 that if you do not continue this work, 
various other agencies of the Defense Department will have to take 
it up and it will cost as much or more and the job would not be as well 
done. 

Mr. SHearrer. Is that page 6 of the statement I am reading? 


VITAL ROLE IN PREPAREDNESS PROGRAM 


Senator Rozertson. I think it is. On page 6 you say: 


Dr. Arthur 8. Flemming, Director of the Office of Defense Mobilization, has 
informed me that he considers this one of the viial parts of the preparedness pro- 
gram. He expects to appear before this committee, explain this part of his gen- 
eral program and the importance of the Department of Commerce operation. 
To deny funds of the Department for the performance of this function will not 
result in any actual savings to the Government, 


What are you referring to there? 
Mr. SHuAFFER. It refers in one instance here to the essentiality of 


the functions limited to some degree; for instance, the Evaluation 
Board. I think that was covered, before you came in, by the Secretary. 
Senator Corpon. What does this language mean? 


Since the identific ation of critical facilities and their protection is a continuing 
responsibility of the Government, it would be necessary for several departments, 
who now utilize our basic information on security ratings, to organize separate 
and continuing programs to continue this work. 

What are you talking about? 

Mr. McCoy. That refers to the evaluation of critical industrial 
facilities. The departments that use their information in connection 
with their own activities are: The Department of Defense, the 
Atomic Energy Commission, the Air Targets Division of the Air 
Force, the Department of the Interior, the Federal Civil Defense 
Administration, the National Security C ‘ouncil, the Office of Defense 
Mobilization, the Federal Bureau of Investigation, and the Mutual 
Security Agency. 

Those are the agencies which participate with us in a centralized 
operation for determining the critical nature of facilities that should 
have protection. We assume they would have to do this themselves 
for their own purposes. The Office of Defense Moblization, has set 
up a program for plant protection. That is one of its functions. 

The Air Force must have this information. They have been to see 
all of us to tell us how important it is to get an evaluation of these 
plants for the purpose of deploying the Air Force in the protection of 
vital industrial facilities. This is what they tell us. That is one of 
the reasons why it is being done. 

Senator Corpon. Proceed. 
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NPA EMPLOYEES 


Mr. Suearrer. On January 20 the National Production Authority 
had approximately 2,400 employees. The total expenditures by this 
agency for the fiscal year ending June 30, last, were slightly over $20 
million. By the first of May personnel had been reduced from 2,400 
to approximately 1,400. With all controls over civilian economy 
ending on June 30, we carried about this many people to June 30, 

Although we had planned to carry over nearly 900 people into this 
fiscal year and reduce this number to around 600 by the end of this 
fiscal year, the action of the Congress on appropriations for the month 
of July forced us to terminate about 1,000 employees on June 30. 

We carried, as I have stated previously, 420 on our rolls during the 
month of July, and also found it necessary to carry another 105 for 
liquidating purposes. This latter number are employed in closing 
our personnel records, annual leave payments, annuity records, et 
cetera. Since the appropriation action by the Congress for the month 
of July was taken only 3 days before the end of the fiscal year, we did 
not have have sufficient time to make such a quick and drastic reduc- 
tion in personnel and observe all of the civil-service rules and regu- 
lations. 

By agreement with the Civil Service Commission, the 420 positions 
were examined by a joint task group of the Department of Commerce 
and the Civil Service Commission, to ascertain if those who were 
terminated on June 30 had civil-service retention credits and qualifi- 
cations superior to those kept on our staff. This examination is now 
nearing completion and it appears that at least 200 people of the 420 
must be replaced by an equal number of those terminated on June 30. 
This means that during this fiscal year, and unless other provisions 
are made, we will be required to pay the accumulated leave of those 
who will be separated around the 1st of August and replaced by those 
terminated on June 30. 

Senator Corpon. What will that be in dollars? 


COST OF LIQUIDATING OPERATION 


Mr. Suearrer, It is estimated that the total costs of the liquidating 
operations under the House appropriation will be as follows: $54,000 
for the staff carried over to process records, $108,000 compensation 
to employees displaced under civil-service regulations, and $429,000 
for terminal leave; a total of $591,000. This amounts to almost a 
fifth of the amount that would be available to the National Production 
Authority under the House allowance and would further reduce our 
operations accordingly. 

It is our earnest plea that your committee will authorize expenditures 
from the unexpended balance of the fiscal year 1953 appropriation to 
defray these costs. 

Senator Rospertson. Let us get that clear in the record so we can 
put a finger on it when we mark up this bill. Give us again the total 
out of your operating fund which would have to be paid for purely 
liquidation purposes if we took the House figure or failed to restore 
this sum. What is the total sum? 

Mr. Suwarrer. $591,000. 

Senator Ropertson. That would still further reduce your operating 
force if it were not restored? 

Mr. Suearrer. That is quite correct. 
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RESTORATION REQUESTED 


Senator Roperrson. But you are asking for restoration of $2 
million? 

Mr. Suearrer, That is right. 

Senator Ronertrson. Then what would be the other $1% million? 

Mr. SHwarrer. So we can take back into our Department and 
function as a business services division the nucleus that was taken 
out in the first place to form the nucleus of NPA. NPA was formed 
by moving the industry divisions and substantially all the offices of 
industry and commerce into the NPA and it was built up from there. 

Now they come back to the Department of Commerce to consoli- 
date the agencies. Along with all the controls or material controls 
we operate, if we are going to be a business department and we are 
going to carry on our business functions, we ought to reestablish the 
business services to the commerce uf the United States and the com- 
modity information we think can be very serviceable and save the 
Government money. 

Senator Ropertson. Let me see if I can analyze those functions, 
The first function you have described was that the agency headed by 
Dr. Flemming tells you how much the defense agencies need. Does 
he tell you before you have appraised the available supply or do you 
get the Government needs and then you give him an appraisal of 
what is available? 

Mr. Sxuearrer. Actually, the ODM operates an independent 
agency now. It is a policy agency, but you have an ODM Board of 
which the Secretary of Commerce is a member. There is conference 
on many of these details of stockpiling and other matters that come 
before ODM on broad policy that all the Cabinet officers have oppor- 
tunity to contribute to. 


OTHER ODM DUTIES 


Senator Robertson. What does ODM do in addition to stockpiling? 

Mr. Saearrer. They form the broad plans of your war operation 
or preparedness for war operation and your defense program. 

Senator Roperrson. They tell you what the defense program is 
going to need in the way of materials? 

Mr. Suearrer. That is right, sir. 

Senator Roserrson. Then you say whether it is necessary to 
allocate or not? 

Mr. Suearrer. Yes; depending on how much is available. 

Senator Ropertrson. Another agency gets the order to do the 
buying? 

Ar. SHearrer. In some instances, yes; General Services, for the 
stockpiling only. 

Senator Ropertson. What part of your total operating force is 
needed for those duties and what part is needed to advise industry? 
What kind of advice do you give the industry? 

Mr. Suearrer. I should say they are all tied in together. Industry 
actually should be able to and should desire to come to some central 
spot for their problems with respect to war activity, mobilization, and 
postattack plannin This agency is in a postion, if it operates ade- 
quately and proper > a to be the central spot where a businessman can 
come rather than to have the sources spread all around. 
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Senator Roperrson. This is not a supplement of the regular De- 
partment of Commerce; this is a new function, and the President has 
set: up a supplemental item for this. I do not understand why giving 
information to industry, whether it is a war program or any other 
kind of program, is not an essential function of the Department of 
Commerce and why it should in this particular activity be a new 
activity for which you had to have a supplemental appropriation 
which is not in fact supplementing your regular budget but supple- 
menting a new activity. 

Mr. McCoy. I do not believe we should really call it a new activity 
This function we speak of here of services to business and services 
to the Government as a whole, including the Congress on industrial 
matters, has been a responsibility of this agency for a long time, ever 
since it was formed and before that from its successor agency. [t is not 
a new function in that sense; it is a basic responsibility. It is a respon- 
sibility of the Department of Commerce which we have never relin- 
quished and it is still in here. 

Senator Rosnertrson. Was not the Department of Commerce render- 
ing substantially the same service before this agency was formed? 

Mr. McCoy. Yes, sir. This is it. 

Senator Rosertrson. Wouldn't those in the Department that 
rendered this service before the agency was formed take it over if the 
agency does not have enough money put in this bill to continue what 
they have been doing? 

Mr. SHEAFFER. They were taken off into the NPA to form the 
nucleus of NPA. They are now coming back to the Department. 
Confined as we would be to the House bill, we would be establishing 
again, not something new but reestablishing something that has been 
in the Department. 

Senator Connon. We would like to cut down some of the things 
that have been in the Department and we could save a little money. 


POSSIBLE SAVINGS 


Mr. Suearrer. I think our Department, with many others, can 
make some broad savings, and I think we can go further than we have 
been able to indicate in the 1954 budget. This is the heart of your 
business service. While we do not toss off millions lightly, it is not 
the expensive end of the Department. It is, however, a very effectual 
end if operated properly and kept compact and servic cable. ’ The basic 
requirements are defense and remain defense. But we cannot neglect 
the reestablishment of the business services that were taken out when 
NPA was established. 

Senator Corpon. We have here supplied by the Department a table 
showing salaries and expenses for defense production activities; 
summary of requirements; fiscal year 1954 broken down between the 
headings of ‘‘National Production Authority,” ‘Office of Field Serv- 
ices,”” “Office of the Secretary,” “Office of International Trade,” 
“Defense Air Transportation Administration,” “Office of Industry 
and Commerce,’ “‘Office of Business Economics, ” ana “Office of 
Distribution and Summary.” 

Let that be made a part of the record at this time in addition to a 
statement from the Department of National Production Authority 
showing personal data by programs. 

(The material referred to follows: ) 





THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


DBPARTMPNT OF CoMMERCE 


National Production Authority—Comparison of budget request, House 
and Senate appeal, fiscal year 1954 




















| Distr 
Budget | . one 
request allowayee 
ESTIMATED EMPLOYMENT (MAN-YEARS) 
| 
Opereting programs 
Current defense programs | 
DMS ellotments 10 | 78 
Priorities and directives 62 | 32 
Control of critics] alloying materials 105 | | 
Tax amortization and loans i) 25 
| 
} 
Subtotal 447 135 | 
| . 
Preprredness programs } 
Mobiliz’ tion prepsredness and postattack planning 125 75 
Ptockpiling and conservation 10 5 
Subtotel 135 | 80 
Service to business 1h 
Total opernting programs 597 215 

Field com plience and legal 33 18 | 

Smell business 25 5 

Executive direction l4 14 

| 

. . } } 

Staff services | 
Industry advisory committees 7 3 | 
Publie information 4 4) 

Subtotl 11 7 

Industry Evaluation Board 2% 

Administration 77 15 

| 
| 1 i 
Totel programs and reloted activities 780 | 274 | 
Nonrecurring activities incident to reduction-in-force and 
parti | liquidation 
Employees temporarily extended to process administra- 
tive workload log y 
Com pensation of employees displaced under Civil Service 
Regulations ] 
Grand total oa 780 297 
ESTIMATED OBLIGATIONS 

Operating programs and related activities 

Personal services 
Per snnum positions $4, 938, 400 $2, 073, 734 
Part time positions (w. a. e.) 43, 000 12, 000 
F.xcess 52-week base 16, 000 9, 000 
Overtime end holiday pay 4, 000 
Subtotal . 4, 997, 40 2, 008, 734 

Other objects: 

Travel edne ‘ q 317, 600 150, 000 
Transportation of things : 1, 000 500 
Communication services 137, 700 | 121, 000 
Rents and utilitics services | 22, 000 14, 400 
Printing and reproduction | 84, 000 | 30, 000 
Other contractual services | 42, 100 35, 000 
Services performed by other agencies 620, 600 356, 800 
Supplies and materials | 29, 000 | 4, 000 | 
Equipment 
Refunds, awards, and indemnities | 
‘Taxes and assessments ‘ 16, 200 | 6, 887 | 
Total other objects ; . 1, 270, 200 718, 587 
Total all objects 6, 267, 600 2,817, 321 | 
Nonrecurring costs incident to reduction in force and partial | | | 
liquidation | | | 
Personal service | | 
Employees temporarily extended to process admin- | 
istrative workload log 54, 809 
Compensation to employees displaced under civil 
service regulation 107, 870 
Terminal leave 141, 400 20, 000 
Total estimated obligat } 6, 409, 000 3, 409, 000 
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Senator Corpon. Is there anything else, gentlemen? 


COMMUNICATION OF AIR TRANSPORT ASSOCIATION 


Senator McCarran. I would like to ask a question before they 
leave. I have in my hand here a communication on the letter of the 
Air Transport Association of America reading as follows 

I understand the supplemental appropriation bill for 1954 is presently before 
your committee and I wish to call your attention to one item in the bill. The bill 
as passed by the House included an item of $4 million for emergency agency ac- 
tivities within the Department of Commerce carrying out its functions under the 
Defense Production Act of 1950. 

The Department had requested $7 million for these activities. Included 
among them were $76,000 for the Defense Air Transportation Administration. 
No breakdown of how the $4 million is to be divided among the various agencies 
within Commerce is included either in the House bill or the report which causes 
some concern of the air transport industry. ' 

Since any pro rata reduction in the barely sufficient amount requested for DATA 
would severely cripple the agency and since there is no way of knowing how this 
will affect the DATA, I would hope the situation would be clarified during the 
consideration of the bill. 


Then he offers a suggestion on line 3, page 28, “‘after $4 million, of 
which $76,000 should be authorized for the Defense Air Transport 
Administration.” 

Would you have any objection to that? What is your comment on 
that? 

Mr. Niexson. I have a statement with respect to the Defense Air 
Transportation Administration’s $76,000, included in the estimate, 
which I want to make a part of the record. 

Senator McCarran. You have no objection to the language I 
suggested? 

Senator Corpon. That is on the assumption you are going to get 
$6 million in place of $4 million? 

Mr. Niexvson. That is on the assumption we get the $6 million. 

Senator McCarran. On the assumption you get anything? 

Mr. Nietson. I think it would be desirable to not have the language 
provision in there regardless of the amount appropriated. 

Senator McCarran. Do you not regard this as a valuable function? 

Mr. Nrextson. We regard it as a very valuable function. 

Senator McCarran. And under existing conditions it would be 
your intention to take care of this function to the extent of $76,000? 

Mr. Nietson. That is what we have presented to this committee. 
I want to include this statement that I have here in the record, with 
your permission. 

Senator Corpon. Let that be inserted into the record. 

(The statement referred to follows:) 


STATEMENT IN JUSTIFICATION OF Derense Arr TRANSPORTATION ADMINISTRATION, 
Unirep Srates DeEeparRTMENT oF COMMERCE—SALARIES AND EXPENSES, 
DeFENSE PRODUCTION ACTIVITIES 


Included in the estimate is an item of $76,000 for 6 full-time positions and 2 
part-time and temporary positions, compared to 14 permanent and 2 part-time 
and temporary positions during fiscal year 1953. 

Che Defense Air Transportation Administration is responsible for the following 
functions and activities 

Allocation of aircraft and the civil-reserve air fleet—Allocation of civil-transport 
aircraft in support of military planning and commercial war-supporting uses is 
underway. Approximately 300 4-engine long-range aircraft, representing 40 
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percent of the Nation’s air-carrier capacity, have been specifically designated to 
direct military support in the civil-reserve air fleet, under agreement between the 
Secretary of Defense and the Secretary of Commerce. Modification of these air- 
craft to meet essential military requirements for operation within 48 hours is in 
process, and should be accomplished by mid-1954. Periodie reviews of the fleet 
allocation are required as military war plans are developed or changed and in 
accordance with changes in the inventory of civil aircraft. Detailed operational 
and logistical plans are being developed envisioning a worldwide operation in 
support of military requirements, and stockpiling of spare parts at specified 
strategic locations will be done‘as rapidly as the requirements are known and the 
inventory can be accumulated. Approximately $25 million of the Department of 
Defense funds have been appropriated for this stockpiling. 

Air priorities.—An Air Priorities Board consisting of a representative of the 
Secretary of Defense and the Administrator of DATA representing the Secretary 
of Commerce has been established. This Board has been created to determine 
policies required for the operation of a single worldwide air-priorities system con- 
trolling traffic on military and civil transport type aircraft in the event of war. 

Manpower.—Two industry-Government advisory groups have been established 
by DATA to seek solutions to the multiple and difficult problems presented by 
the potential manpower shortage, one for the CRAF and one for the combined 
CRAF-war air service pattern operation. 

Accelerated tax amortization and defense loans—DATA has continuing responsi- 
bility for recommending tax amortization and defense loans for expansion of air 
transportation facilities. Of the expansion goal of 600 transport aircraft, ap- 
plications covering 364 have been processed and DATA will be responsible for 
processing applications for the remaining 236 aircraft in the goal. 

Aviation war risk insurance.—Under Public Law 47, 82d Congress, DATA is 
responsible for the aviation war risk insurance program. Basic documents nec- 
essary for this program have been completed. A finding that war-risk coverage 
is not available for the air-transportation industry has been made by the Secretary 
of Commerce and approved by the President, but future measures and planning 
are required to place the program in operation. If full-scale hostitilties should 
occur today, the maritime industry would be covered by war-risk insurance but 
the air-transportation industry would not. 

Civil defense.—In conjunction with the Federal Civil Defense Administration 
DATA is developing plans for the use of airline and nonairline aircraft in the 
event of a civil defense emergency. 

DATA is able to carry forward its work on the above projects with such a 
small staff only because of the splendid cooperation and assistance furnished by 
the air-carrier industry and advisory groups made up of air-carrier industry ex- 
perts and representatives of interested Government agencies. 


Senator McCarran. May I offer the letter of Mr. S. G. Tipton, 
general counsel of the Air Transportation Association, together with 
an explanatory statement of my own in the record? 

Senator Corpon. It will be placed in the record. 

(The material referred to follows: ) 

Amendment intended to be proposed by Senator MeCarran to H. R. 6200 the 
supplemental appropriation bill, viz: On page 28, line 3, after $4,000,000” 


insert “of which $76,000 shall be for the Defense Air Transportation Administra- 
tion.’ 


EXPLANATION 


This is to protect against a reduction in funds of the Defense Air Transportation 
Administration below the absolute minimum of $76,000. 
(Letter from Air Transport Association and memorandum on functions of 


DATA are attached.) 
Arr TRANSPORT ASSOCIATION OF AMERICA, 


Washington, D. C., July 21, 19538. 
Hon. Pat McCarran, 
United States Senate, Washington, D. C. 
Dear Senator McCarran: I understand the supplemental appropriation bill 
for 1954 is presently before your committee, and I wish to call to your attention 


one item in the bill. 
The bill, as passed by the House of Representatives, included an item of 


$4 million for emergency agency activities within the Department of Commerce, 
35192—53———19 
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carrying out its functions under the Defense Production Act of 1950. The 
Department had requested $7 million for these activities. Included among them 
was $76,000 for the Defense Air Transportation Administration. No breakdown 
of how the $4 million is to be divided among the various agencies within Com 
merce is included, either in the House bill or report, which causes some concern 
to the air-transport industry, since any pro rata reduction in the barely sufficient 
amount requested for DATA would severely cripple that ageney. Since there is 
no way of knowing how this will affect the DATA, I would hope the situation 
could be clarified during the consideration of the bill by the Senate committee. 
As you know, this agency, charged with the responsibility of planning and direet- 
ing the mobilization of civil aviation resources during time of emergency, serves 
well both the Government and the taxpayer. A fleet of transport aircraft worth 
at least $350 million is made available immediately for logistical support of th: 
Armed Forces, and in the meantime is maintained in a state of instant readiness 
by the airlines at no cost to the Government. This would seem to more than 
justify the expenditure of $76,000 to assure the continuation of such a program. 
Sincerely yours, 
S. G. Treron, General Counsel. 
P. 8.—Attached is a copy of a brief memorandum we have prepared concerning 
the work of the DATA. 


If war comes, no civilian industry will “‘go to war’? more quickly, more com- 
pletely, or more efficiently than the air-transportation industry. The role the 
industry is to play, and detailed plans for carrying it out, will have been worked 
out in advance and all preparations made for putting them into effeet promptly 
and smoothly. To make sure that prediction comes true is the responsibility of 
one of the smallest and least known but one of the most vital offices in the Govern 

rent: The Defense Air Transportation Administration (DATA) in the Depart- 
ment of Comme ree 

DATA was created as a result of a unanimous recommendation by the air- 





transport industry and the various agencies of the Government concerned with 
mobilization problems Prior to DATA’s creation, industry and Government 
representatives had been brought together in working groups and committees by 

1e National Security Resources Board to prepare mobilization plans for the air- 
transportation stry Literally thousands of man-hours were devoted to the 
manifold problems involved in the project. Great progress was made, but every 
one recogniztd that much remained to be done Even if plans could be completed 
to the last detail, thev would have to be revised frequently to meet changing mili- 
ary requir ments and to recognize changes which had taken place within the 
industry. As a result, this group strongly recommended that some Government 


office be established on a permanent basis and be given the responsibility of com- 
pleting mobilization plans for the air-transport industry, and, above all, of keeping 
them current 
DATA’s accomplishments during its relatively short existence have been out- 
standing Thanks, in large part, to its efforts, the civil reserve air fleet program 
has been perfected, and the aircraft assigned to the reserve are now being modified 
ly for military-support operations if needed. Under this program, 
approximately 300 four-engine aircraft, new privately owned and operated, will 
be available on 48 hours’ notice for direct military-support operations in the event 
of war. At an insignificant cost, a fleet of aircraft worth at least $350 million are 
being placed at the disposal of the Government for use in the event of an emergency. 
Spearheaded by DATA, plans for the operation of those aircraft are being 
worked out in detail. Experts from every branch of industry and Government 
have been brought together to determine what spare parts, equipment, and sup- 
plies will be needed; where they should be stockpiled; where the equipment should 
be operated and by whom; where it should receive maintenance and overhaul and 
by whom—in other words, all of the details of what is to be done, who is to do it, 
where and when. 
his is but a sample of the vital nature of the functions performed by DATA. 
It operates on a budget so small ($76,000) that the cost of 1 modern 4-engine 
transport airplane would keep the office in operation for 20 vears. Yet it returns 
to the Government potential savings equal to the cost of hundreds of such air- 
planes. Its continued existence is one of the best investments the Government 
could make. 
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Senator McCarran, | think the record as now made is satisfactory. 

Mr. Suearrer. We would hke to feel that item would not be 
exempt from any shrinkage if everything else had to be taken into 
consideration. 

Senator McCarran, If shrinkage is uniform, yes. 

Mr. Nrevson. Mr. Chairman, there are three other items that we 
mentioned: the Office of Field Services, the Office of the Secretary, 
and the Office of International Trade. 1 would like to insert mto the 
record a statement covering those three items. 

Senator Corpon. Without objection, that will go into the record, 

(The statements referred to follow:) 


Orrick OF INTERNATIONAL TRADE 


SALARIES AND EXPENSES, DEFENSE PRODUCTION ACTIVITIES, OFFICE OF 
INTERNATIONAL TRADE 


The allocation of $75,000 is required in order to provide the salaries and expenses 
of 12 persons for work authorized by the Defense Production Act and delegated 
to the Office of International Trade. The work to be covered by this allocation 
includes 

1. Determination of the requirements and assisiance to foreign countries in 
procuring equipment and materials required by them particularly for their defense 
programs. This work covers the direct responsibility of the Office in the adminis 
tration of the foreign side of the priority-assistance program which is to be main 
tained for United Siates and foreign military programs 

2. Participation in the defense-mobilization-readiness program, supplying to 
the program the information and analysis necessary to assess the foreign require 
ments the United States would be required to meet in the case of an all-out war 
This work involves assessment of foreign requirements against the United States 
and United States requirements against foreign countries, with an assessment of 
the materials and equipment the United States would probably have to supply in 
order to assure imports of materials needed. 


DeEPARYMENT OF COMMERCE 


rATEMENT IN JUSTIFICATION OF FIELD SERVICE, SALARIES AND EXPENSES, DEFENSE 
PRODUCTION ACTIVITIES 


Included in the estimates is an item for $290,000 for 52 positions to: provide for 
a small staff in field offices of the Department of Commerce to deal with the busi 
ness public on matters relating to controls authorized under the Defense Pr 
d ichion Act. 

“ince the ineeption of the National Production Authority, field service has 
played an important part in the administration of the regulations on production 
and material controls issued by the agency. The maintenance of a small field 
staff will enable businessmen affected by the controls to continue to deal with t! 
agency on @ local basis 

The principal functions of the field staff will be 

1. Explanation and interpretation to inquirers by personal calls, telephone, and 
correspondence relative to requirements and operation of the defense materials 
, and other control measures. 

2. Interpretations of and information on revised M orders, amendments and 
directions issued thereto, particularly on specific prohibited uses, and the fur 
nishing of information on self-authorization procedures contained in M_ orders, 


Ssvstem 


as amended, 

3. Expediting assistance on production equipment and material bottlenecks 
involving direct defense contracts as well as other essential components. 

1. Assistance in expediting delivery of machinery and equipment to meet 
civilian production schedules and prevent lavoffs of employees. 

5. Locating mill schedules with open capacity available for placing orders. 

6. Explanation of requirements with respect to, and assistance in preparation 
of, requests filed with the National Production Authority for priority assistance 
to producers and contractors of defense supporting items. 
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The estimates provide for average employment of 50 people during fiscal 
1954 compared to 705 during fiscal 1953. Current employment is 115 which 
will be reduced on July 1, 1953, to 52. 


OFFICE OF THE SECRETARY 


STATEMENT IN JUSTIFICATION OF OFFICE OF THE SECRETARY, SALARIES AND 
EXPENSES, DEFENSE PRODUCTION ACTIVITIES 


The estimate includes $150,000 and 30 positions for this item. The Office of 
the Secretary provides certain administrative services to the National Production 
Authority and to other organization components of the Department engaged in 
defense production activities, and in addition undertakes to provide policy guid- 
ance and direction to certain staff operations. 

The administrative services include printing and distribution of all orders, 
regulations, forms, and other materials related to defense production activities; 
receiving and shipping supplies and materials; maintaining accounts and payrolls 
for defense activities other than the NPA; conducting lovalty investigations for all 
defense activities; and general administrative services such as mail, files, corre- 
spondence, communications, and library services not otherwise provided. 

Staff guidance and direction involves such matters as providing the point. of 
fiscal control within the Department for the administration of the defense produc- 
tion appropriation including the review and approval of all fiscal plans to assure 
the most effective use of appropriated funds; providing a close surveillance of all 
personnel administration activities to insure conformance to law and regulations 
in all aspects of personnel administration, as well as providing guidance for the 
effective and equitable administration of reduction-in-force programs: and finally, 
the Office of the Secretary provides the point of coordination and final clearance 
on all matters relating to the legal aspects of the Department’s overall responsi- 
bilities in defense production, including liaison with congressional sources on 
defense legislation and related legislative proposals, handling all legal work in 
connection with the Department’s defense transportation responsibilities and 
advising the Secretary of the legal implications of proposed administrative actions 
stemming from operations under the Defense Production Act of 1950, as amended. 


Senator Corpon. Is there anything further? 
Mr. Nretson. That is all with respect to the defense production 
item. We have export control next. 


Bureau OF ForEIGN AND Domestic CoMMERCE 


STATEMENTS OF LORING K. MACY, ACTING ASSISTANT SECRE- 
TARY, INTERNATIONAL AFFAIRS; JAMES C. WORTHY, ASSIST- 
ANT SECRETARY FOR ADMINISTRATION; OSCAR H. NIELSON, 
DEPARTMENTAL BUDGET OFFICER; WALLACE S. THOMAS, 
ASSISTANT DIRECTOR, EXPORT SUPPLY; REX ANDERSON, 
EXECUTIVE OFFICER; AND FRANK GATCHELL, BUDGET OFFICER, 
BUREAU OF CUSTOMS, TREASURY DEPARTMENT 


GENERAL STATEMENT 


Senator Corpon. Who is going to speak for that? 

Mr. Worrny. I would like to have Mr. Loring Macy, Director 
of the Office of International Trade, comment on the export control 
item. 

Mr. Macy. I do not have a prepared statement but with your per- 
mission I might make a very few pertinent comments relative to the 
export control budget. 

The Export Control Act was extended recently by the Congress. 
Its purposes are three in number. One purpose is to limit exports to 
protect the domestic economy. The second purpose is to control 




















THE SUPPLEMENTAL APPROPRIATION BILL, 1954 291 


the exports of strategic commodities to prevent shipments directly 
or indirectly to unfriendly countries. The third purpose is to carry 
out the international policies of the United States. 

Senator Corvon. That latter purpose might be almost anything. 
Give us a thumbnail picture of what you mean by “the international 
policies” you are to carry on. 

Mr. Macy. That third one is not used very much. However, there 
have been occasions where it has been necessary to use it. It is 
related to the control of commodities to certain specific countries 
because, for example, of an unusual foreign political situation. There 
are a few of those cases that I would be glad to give to the committee 
off the record. 

Senator Corvon. When you use that term “international policies,”’ 
you have reference to international policies in the field of export? 

Mr. Macy. That is correct. 

Senator Corpon. Now we have it limited. 

Senator MaGnuson. What items are included in that? Scrap 
iron? 

Mr. Macy. No. The scrap iron would be under the terms of a 
short supply, plus 

Senator MaGnuson. Plus international policies? 

Mr. Macy. Plus the shipment of strategic commodities to unfriendly 
countries. 

Senator Maanuson. That sort of crosses pretty near all of these 


things. 
CONGRESSIONAL EXTENSION OF EXPORT CONTROL ACT 


Mr. Macy. That is correct. As you know, Mr. Chairman, the 
Congress extended the Export Control Act recently by unanimous 
vote for a 3-vear period. In the reports of the two committees, one, 
the Senate Committee on Banking and Currency, a very pertinent 
statement was made. I would like to quote a small part of that 
statement. 

The Senate committee in Senate Report 207, 83d Congress 
page 2, said, and I quote: 


, on 


Your committee is convinced of the necessity for continuation of export 
controls to prevent the shipment or transshipment of strategic materials from 
the United States to potential enemies. This authority in the Executive has 
proved to be a most effective weapon. 

The House Committee on Banking and Currency in House Report 
335, 83d Congress, at page 4 said, and | quote: 

The export control arrangements are an integral part of the defense plans of 
the free world. * * * While we continue to hope that security considerations 
wiil some day become less important, there is little likelihood we will be able in 
the near future to relax our controls on truly strategic exports 

Senator Corpon. That has been an activity of the Department 
for a very considerable period of time, has it not? ‘That is, ante- 
dating the Korean emergency by a considerable period of time. 

Mr. Macy. That is correct, sir. The Export Control Act was 
passed, I would have to get the exact date for you, but I believe it 
was passed in 1941 or 1940. It carried through the war and has been 
used with varying degrees of scope and importance since that time. 
The controls over strategic commodities were started in March of 
1948. 
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REVISED REQUEST 


As the Secretary said earlier this morning, we have been able to 
reduce our request to $4,800,000 from a figure of $5,750,000 in fiscal 
1953 because of the relaxation over exports for reasons of short supply. 
We have only a very few commodities under controls for that purpose 
today. 

The main problem in our controls today is over strategic commodi- 
ties. To reduce our budget below the $4,800,000, in my opinion, hits 
right at the controls over strategic commodities to unfriendly countries 
either directly to those countries or indirectly through a third so-called 
friendly country. 

Senator Corpon. How long have you been connected with the 
Department? 

Mr. Macy. I have been connected with the Department of Com- 
merce since October of 1945. Prior to that I was connected with this 
kind of operation in the Foreign Economic Administration since July 
1944 

VOLUME OF EXPORT CONTROL 


Senator Corpon. What is the fact as to the volume of export con- 
trol—and I assume it is handled chiefly through your licensing sys- 
tem—now as compared to the years immediately following the close 

World War Il? Just give a general statement so we can have 
something in the record with respect to the comparative volume of 
work. 

Mr. Macy. I believe Mr. Thomas can give you a rather precise 
figure on that. 

Mr. Tuomas. Are you interested in the percentage of total exports 
whidh are controlled by export licenses? 

Senator Corvon. Or the number of licenses, so we can have some 
picture of the present volume as compared to that of past years since 
the close of World War II. 

Mr. Tuomas. I think I can give it to you in general terms. Dur- 
ing the war the volume ran five or six thousand license applications 
per day. Following the end of the war it gradually tapered off until 
in the spring of 1947 it was down to about 1,000 per day. Then it 
went back up with the institution of the strategic controls in March 
of 1948 to about three or four thousand a day. Then that tapered 
off again as we were able to introduce various ways of cutting it 
down and still retain what we thought was effective control; until 
just before Korea it was down to about 1,500. 

After Korea it went back up to about 3,000 and stayed at around 
3,000 until recently when it has dropped to about the present rate. 

Senator Corpon. What is the occasion of that drop? 

Mr. Tuomas. The diminution of the short supply situation which 
meant it was no longer necessary to control commodities solely for 
supply reasons. 

Senator Corpon. What are the prospects for a further diminution 
in the ensuing years? 

Mr. Macy. Senator, the controls today are about 90 percent for 
purposes of strategic commodities. The balance you might say is 
possibly a little less than 10 percent now, for reasons of continued 
short supply. Our estimates have taken into consideration this drop 
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plus some additional drop in the short supply, so that we anticipate 
that throughout this coming year the 2,200 per day will be just 
about the figure. It has leveled off at that point now for the last 4 or 
5 months. 

Senator Corpon. Would you say that the request for 1954 is predi- 
cated upon that average? 

Mr. Macy. That is correct, sur; 2,200. 


HOUSE ACTLON 


Senator Corpon. I note you want $90,000 and the House gave you 
$70,000, transferred to the Bureau of the Customs. 

Mr. Macy. That transfer of $90,000 is to the Secretary’s office. 

Senator Corpon. That is $900,000. Let me correct that. The 
House granted $900,000 and you want $1,200,000 transferred to the 
Bureau of Customs. I understand that transfer is in order that the 
Bureau of Customs may carry out its part of the program which has 
to do with the declarations, the identity of the shipments leaving this 
country. 

Mr. Macy. That is correct. The control of commodities by the 
Office of International Trade through licensing would be of no effect 
unless there was some way to implement it at the port. The customs 
officials follow this through at the port. They check the license 
against the declaration and they make a spot check of the actual cargo 
itself. 

We have a representative here from customs if you would prefer 
to have a further explanation of that. 

Senator Corpon. I do not think we need it. I can understand it 
is probably the most necessary. 

Mr. Macy. We are taking a calculated risk in the customs figure 
and in our own. In the customs figure we are already checking only 
a very small percentage on a spot-c cheek basis of the actual shipment 
of cargo. Therefore, it is a calculated risk. 

On the partof granting licenses we are also taking a calculated risk 
in not putting in effect some types of procedures that might tighten 
up and safeguard it even more than it is today. We are taking that 
risk but we submit to you that to take a further calculated risk than 
we are today would not be in the national interest. 

Senator Corpon. I am in agreement with you on that statement. 


DETERMINATION OF LISTING 


Senator Maanuson. Who determines your lists now? I mean the 
type of material. Is that an Executive order? 

Mr. Macy. We operate under the Executive order from the Presi- 
dent to the Secretary of Commerce who delegates the responsibility 
of operations of export control to the Director of the Office of Inter- 
national Trade. However, in order to bring to bear the views of 
other agencies on policy, on all of the policy in connection with export 
control, including the listing of the commodities that will be controlled, 
to what destination, the extent to which we control them and other 
policies of that nature, we have a committee established, an inter- 
agency committee, that advises the Secretary and the Assistant 
Secretary on these policy matters. That committee is in session 
quite frequently to make these decisions. 
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Senator Maanuson. I suppose that would be composed of State, 
Defense, the Munitions Board, the National Security Resources 
Board, and the Department of the Interior. 

Mr. Macy. The Department of Agriculture and the Treasury also. 

Senator Maanuson. After they discuss the matter, they come to 
the Secretary with a recommendation as to the commodities which in 
turn is sent down to you? 

Mr. Macy. It is his final decision to make on their advice, subject 
to appeal to the National Security Council. 

Senator Magnuson. The Secretary of Commerce? 

Mr. Macy. That is right. The Office of International Trade de- 
velops the recommendations for the operation of this committee. 

Senator Maanuson. It works sort of in reverse for you, then? 

Mr. Macy. That is correct. 

Senator Corpon. You speak of the necessity for and the practice 
of taking a calculated risk in your spot checking and in your licensing 
to some extent. I may assume from that that “eale ulated risk might 
be taken with less risk with respect to some terms in short supply or 
some strategic materials than with others? You have a priority list? 

Mr. Macy. That is correct. We have the commodities grouped in 
such a way that similar strategic commodities can be handled in 
similar manner and similar strictness of controls. On the short-supply 
side we have relaxed that, so it is not so much of a problem any more. 

On security it is not a question of do we or do we not grant a license 
for shipment to Russia or China. The question is granting a license 
to Hong Kong, knowing there is great possibility of transshipment. 
I use Hong Kong as an example; there are many other places similar, 
including the European countries. 


SHIPPING 





CLEARANCES 


Senator Maanuson. Is a shipper required to get a clearance for 
anything? 

Mr. Macy. No, sir, not to all destinations; to what we call subgroup 
A countries or Soviet bloc countries, he must get a license for all com- 
modities. 

Senator Magnuson. No matter what he ships? 

Mr. Macy. That is right. 

Senator MaGnuson. Supposing we are in Portland, Oreg., and we 
want to ship a food item to Hong Kong. How long would it take him 
to get that clearance from you? 

Mr. Macy. If there is no real difficulty involved—and that is the 
case on a very high percentage—Mr. Thomas, wouldn’t you say that 
in 85 or 90 percent of the cases we can get him his answer within 10 
days? But on as high as 70 percent of the cases within 2 or 3 days? 
Mr. Thomas wants to make it a week, 5 days. 

Senator Maanuson. Can he wire that? 

Mr. Macy. In emergency cases we have a provision whereby we 

san teletype clearance to the Director of Customs immediately. You 
must understand that that can only be used in emergency cases 
because it takes much more time, more expense in matters of per- 
sonnel and costs. So we minimize that. But where a man has an 
emergency, we will get the clearance to him in a matter of hours. 

Sanator Macnuson. And then teletype to Customs? 
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Mr. Macy. That is correct. 

Senator Maenuson. There have been some complaints of—not your 
decision whether the license is granted—but the delay in getting a 
decision. 

Mr. Macy. In that connection, Hong Kong is one of the big 
problems. In many cases where we have not been able to work it 
out completely, we have to send a cable to our Embassy man in 
Hong Kong to get his judgment as to what the situation really is 
before we can grant the license. In that case it does delay it a few 
more days or weeks. 


COMPLAINTS FROM WEST COAST 


In connection with the west coast, we used to get a lot of com- 
plaints on export control from the west coart. We are so far away, 
they say. So we took ourselves out to see them. We go out there 
twice a year and hold a meeting for 2 days with the people interested 
on the west coast, go over their problems. It is on the basis we are 
there to hear their recommendations for correction of any weaknesses 
in our operation and we have gotten invaluable help from that group. 

Senator Magnuson. Then I understand there really is not any 
problem as to commodities themselves, I mean certain commodities 
you do not give a license for; others you do. The problem comes on 
all types of commodities as to where they are going. 

Mr. Macy. To where it is going and the uses it is to be put to. 

Senator Maanuson. One commodity may go to one country and 
be used for one thing and another commodity may go to another 
country and be used for another thing? 

Mr. Macy. Taking the chemical field, there is a new commodity 
being introduced into the economy every day. Those new commodi- 
ties we have to pick up and decide what to do on them. 

Senator MaGnuson. You do not have much trouble in bulk cargo? 

Mr. Macy. Not so much in the bulk cargo; no, sir. 

Senator Corpvon. Is there anything further on this? 

I think you have covered it thoroughly. 

Are there any other items? 

Mr. Nrevson, We have a representative of the Customs Bureau. 

Senator Corpon. I do not think we need any more. 

Mr. Nreuson. I would like to mention one other item, the transfer 
from export control to the Office of the Secretary. The amount is 
$70,000 which would be what the House allowed. We are requesting 
restoration of $20,000, for a total of $90,000. 

Senator Corpon. I assume if the Senate grants any increase over 
the House that the transfer might go up percentagewise, 

Mr. Nreuson. Yes, depending on what the amount would be. 

Senator Corpon. Senator Hayden, do you have a question? 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Senator Haypen. I want to inquire about the Defense Air Trans- 
portation Administration. 
Senator Corpon. Senator McCarran put in a statement on that. 


Senator Hayprn. Will there be money enough for it to continue 
to function? 
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Mr. Nretson. An amount of $76,000 for the DA™A is incorporated 
in the estimate. We are planning to make funds available to carry 
on the operations. 

Senator Haypgen. My understanding was there was some $350 
million worth of aircraft that would be made available to the Govern- 
ment in time of war. We have to have plans to handle it. 

That is all. 

Senator Corpon. We will hear from the Maritime Administration. 


Maritime ADMINISTRATION 


STATEMENTS OF ROBERT B. MURRAY, JR., UNDER SECRETARY; 
JAMES C, WORTHY, ASSISTANT SECRETARY FOR ADMINISTRA- 
TION; C. H. McDANIEL, CHIEF, DIVISION OF CONTRACTS; AND 
OSCAR H. NIELSON, DEPARTMENTAL BUDGET OFFICER 


COMMUNICATION FROM PRESIDENT 


Mr. Nretson. | have here Senate Document No. 60, a communica- 
tion from the President, proposing a supplemental appropriation of 
$45 million for the Department of Commerce, Maritime Administra- 
tion, covering operating differential subsidies. 

Under Secretary of Commerce Murray is here to handle that 
particular item for the Department. 

(The document referred to follows:) 


[S. Dee. N 60, 83d Cong., ist sess.] 


COMMUNICATION FROM THER PRESIDENT OF THE UNrTeD StrarTes TRANSMITTIN« 
4 Proposep SupPLEMENTAL APPROPRIATION FOR THE DEPARTMENT OF Com 
MERCH, Fiscat YEAR 1954, AMountTING To $45,000,000 


Tae Wuitre Houss, 
Washington, July 20, 1958. 
The PRESIDENT OF THE SENATE. 

Str: I have the honor to transmit herewith for the consideration of the Con 
gress a proposed supplemental appropriation for the fiscal year 1954, in the 
amount of $45 million, for the Department of Commerce. The details of thi- 
proposed appropriation, the necessity therefor, and the reasons for its submission 
at this time are set forth in the attached letter from the Director of the Bureau of 
the Budget, with whose comments and observations thereon I concur. 

Respectfully yours, 
Dwicut D. E1s—ENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
3UREAU OF THE BupGet, 
Washington 25, D. C., July 17, 1958. 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for fiscal year 1954, in the amount of $45,000,000, for 
the Department of Commerce, as follows: 


“DEPARTMENT OF COMMERCE 
““MARITIME ACTIVITIES 
“Operating- Differential Subsidies 


“For an additional amount for ‘Operating-differential subsidies’, $45,000,000, 
to remain available until expended.” 

Funds requested will be used to pay operating-differential subsidies earned 
by ship operators in calendar years 1947-53 under present subsidy contracts. 
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The revised budget estimate for this appropriation for the fiscal year 1954 was 
$65,000,000. The House reduced this estimate to $25,000,000 and the Senate to 
$20,000,000; the bill containing this appropriation is now in conference. In its 
report the House Appropriations Committee requested the Department of Com- 
merce to reexamine this subsidy operation to determine more exactly the needs 
for fiscal year 1954 and indicated that the $25,000,000 it was recommending 
would be sufficient to make the necessary payments pending completion of the 
survey. 

The Department of Commerce has restudied the requirements for subsidy pa) 
ments during fiscal year 1954 as requested. This study has reaffirmed its con- 
clusion that a minimum of $65,000,000 will be needed to make payments on 
vouchers submitted by the subsidized ship operators during 1954. In its judg- 
ment, the requirements may actually turn out to be substantially higher than 
the $65,000,000, 

The Department of Commerce already has in hand subsidy vouchers totaling 
$18,000,000 for payment out of the fiscal year 1954 appropriation. It estimates 
that the amount of $20,000,000 approved by the Senate would be exhausted 
before September 1, 1953, and that the amount of $25,000,000 recommended by 
the House would be almost exhausted by the end of the first quarter. The addi- 
tional amount provided herein would enable the Department to meet its obliga- 

ns within a reasonable period after they fall due. 

I recommend that the foregoing proposed supplemental appropriation be 
transmitted to the Congress. 

Respectfully yours, 
Jo i M. Dopar, 
Di ector of the Bu COU of the R lget 


Senator Corvon. I will place the justification in the record at this 


point. 
(The justification referred to follows:) 


PURPOSE AND N®BED FOR THE SupPpLEMENTAL APPROPRIATION 
APPROPRIATION! OPERATING-DIFFEPRENTIAL SUBSIDIES—REQUEST!: $45 MILLION 


Funds mace available under this a} propriation are for the purpose of paving 
imounts due the subsidized operators uncer the terms of existing contracts 
Fund authority is not used to incur new obligations, but is to make payments 
against existing obligations. 

Dve to the difficulties encountered in the establishment of postwar subsid) 
rates, payments to date have been less than the amounts payable under the terms 
f the contracts With the establishment of final rates for most items of sub- 
sidizable expense for the years 1947 through 1951, it is now possible to compute 

e subsidies payable through calendar year 1953 based on these rates. 

Domestic costs of subsidizable items are multiplied by the rates for each item 
for each operator approved by the Board for each calendar year. ‘This establishes 
the amount of subsidy accruals (Government’s contingent liability). The sub- 
sidies payable are determined by deducting from the subsidy accruals the esti- 
mated Government’s share of the recapturable profits—50 percent of all profits 
in excess of 10 percent of the capital necessarily employed, which is withheld from 
payment. 

Advance payments can be made up to 75 percent of the subsidy accrual, or 90 
percent of the subsidy payable, whichever is the lesser of the two. The final 
10 percent can be made only after all rates for subsidizable items have been ap- 
proved for any calendar vear and the final audits of the operators’ records have 
been made. For those years where rates for any of the five subsidizable items 
have not been approved, advance payments as outlined above can be made on the 
basis of the rates approved for the latest calendar year. 


JUSTIFICATION 


There are now on hand, to be processed for payment, vouchers totaling ap-° 
proximately $18 million. It is apparent that the amount provided in the regular 
appropriation bill, $20 million, will be exhausted by about August 15. It would 
be exceedingly undesirable to be unable to pay vouchers due for some months 
after that date. As a result of a directive from the House Appropriations Com- 
mittee to determine more exactly the requirement of funds for fiscal 1954, it has 
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now been ascertained that approximately $79 million will be required during the 
current fiscal vear. 

The following shows the basis for the computation of the estimated require- 
ments for fiscal year 1954 and the calculation of the supplemental appropriation 
request: 

Computation of 1954 estimate 


(a) Postwar period prior to Jan. 1, 1953: 
Vouchers being processed___............... $3, 885, 489 
Reduction in amount of holdback on Four 
Aces » hatin nt hin cDiedsbtnsce., Glee 
Vouchers received and returned for correction. 2, 709, 676 
Vouchers to be submitted-verified 2, 247, 781 


Vouchers to be submitted by September 1 on 
1947-52 rates approved by tbe Board 4, 636, 000 


Total You wae enc sur Ee, O28, OOS 
(b) Calendar year 1953: 
lst quarter: 
Vouchers on hand being processed . $9, 270, 135 
Estimated vouchers to be received veri- 
fied by operators. _-_ aay . 6, 358, 000 


Subtotal, Ist quarter. _____- : 5, 628, 135 
2d quarter A atid ot eee . 15, 410, 000 
3d quarter ie ‘ 5, 130, 000 


4th quarter-_- ~~~ ‘ i 5, 130, 000 


Total 1953... &< i i - i 61, 298, 135 


Total cash requirements ae : : as 78, 912, 081 


The estimates for the 2d, 3d, and 4th quarters are, with minor adjustments, 
based on a projection of the known requirements of the Ist quarter. 


Calculation of 1954 supplemental request 


Estimated cash requirements i cael --=-- $46, 912, O81 
Less: 

Amount carried over from 1953 $956, 048 

Regular appropriation 1954 20, 000, 000 

Estimated lag in processing , 13, 000, 000 

; 33, 956, 048 


Total request 5 a . 44, 956, 033 
Rounded to ; es Me . 7 _. 45, 000, 000 


The estimated cash requirements make no provision for the following: (1) Funds 
which may be required due to the approval of higher subsidy rates for vears sub- 
sequent to 1950 and 1951 which may be approved at any time during fiscal year 
1954; (2) payment of subsidy for subsidized insurance costs although such rates 
should be approved during the current fiscal year; (3) the payment of subsidy on 
final rates for passenger and large combination-type ships which should also be 
established during the current fiseal vear and which, in accordance with present 
trends, will be higher than those tentative rates now being used in the processing 
of vouchers for payment of subsidy on ships of this type; (4) the making of the 
10 percent final payments to the various operators upon certification of final 
accountings and audit by the Comptroller’s Office for each calendar year with 
respect to which final billings could be made as to those operators, if any, which 
may obtain final rates for all subsidizable items for a particular calendar year; 
(5) an amount of $3 million which is being withheld pending final determination as 
to the amount of construction subsidy to be allowed the American Export Lines 
for reconstruction and reconditioning of the vessels known as the Four Aces. 
Final action on this could result in part or all of this amount becoming due the 
operators in the current fiscal! year. 


Senator Corpvon. This is an item that has been before the commit- 
tee. The House reduced the figure to $25 million, and the Senate to 
$20 million. The first question from the Chair is, Is the figure that 
you present an estimate or is it a figure representing an amount found 
due? 
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ORIGINAL REQUEST 


Mr. Murray. Mr. Chairman, it is an estimate. If you will recall, 
the Department came to the House and the Senate with a request for 
$65 million for the fiscal year 1954. Apparently in the past there has 
been some question as to whether mechanically it was possible for the 
Maritime Administration to process the payments. 

There have been some examples:in the past where they have not 
been able to process the amount that was requested. So the House 
and the Senate asked us to reexamine our estimates which we have 
done. Now, 6 months later, this is the situation: We went into this 
fiscal year with a balance of $956,048. There was between the sub- 
sidy office and our controller’s office one voucher for. $850,000, which 
was paid within a couple of days. 

So, in effect, all the surpluses of the past have been wiped out. We 
went into this fiscal year completely washed out as far as our funds 
were concerned. We have on hand now vouchers totaling $18 million 
which, as soon as the appropriation bill becomes effective, we will be 
able to get out immediately. 


OVERDUE VOUCHERS 


Senator Macnuson. Those are long overdue. 

Mr. Murray. Many of them are long overdue. Some of them 
are for the first quarter of the year. 

Senator Corpon. When you say they are long overdue, do you 
have reference to audited amounts where the figure is fixed rather 
than the estimate upon which you pay a percentage of estimated 
differential? 

Mr. Murray. On this $18 million which we will have on hand 
represents some contracts that have been due and owing for some 
period of time and which we have not been able to get to. 

Senator Corpon. Are they audited amounts? In the first instance, 
you make a partial payment of an estimated deficiency or differential. 

‘hat is subject to a later audit when the amount is definitely deter- 
mined. When that amount is determined, then there is a fixed 
figure you know is due in the exact amount. Is that not the way 
you handle it? 

Mr. McDaniet. It represents an advance on account. It is 
either 75 percent of the subsidy accrued or 90 percent of the subsidy 
payable, whichever is the lesser of the two. The recapture comes 
into play in determining the amount of the subsidy payable. 

Senator Corpon. The advance payment is an estimate, it is not 
an audited, found figure; is that correct? 

Mr. McDaniat. Part of it is estimated and part of it is actual, 
but it is in fact an estimated figure in the final analysis because it is 
an advance payment. You do not know what the final payments 
will be for any year until all applicable rates are determined and the 
expenses to which they apply have been audited. 

Senator Corpon. It is not a determined or liquidated payment? 

Mr. McDanizt. It is a payment on account. 

Mr. Murray. We find there is not a great deal of difference 
between what we owe and what we estimate we owe; is that correct? 

Mr. McDanin.. Sometimes yes and sometimes no. There are so 
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many unknown factors involved that it is impossible to estimate 
accurately as a rule. Under the contracts and our billing instructions 
the operators have billed for $18 million in recent months which 
amount must be paid out of our 1954 appropriation. 

Mr. Murray. This is the amount which under the law the operators 
are entitled to send in and which they are entitled to expect to receive 
payment under the current method of operation. 

Senator Corpon. From time to time the General Accounting Office 
has questioned the handling of this matter, if I remember correctly. 
Is there any question pending now, any difference of view with refer- 
ence to the procedure adopted here? 

Mr. Murray. If you are asking about this particular one, I think 
there is not. There are some other differences of opinion. 

Senator Corpvon. But not with reference to this, so far as you 
know? . 

Mr. Murray. I think not. 


REQUESTED STUDY 


Senator Corpon. You have made a study that both the committees 
requested you to make? 

Mr. Murray. Yes, sir. 

Senator Corpon. It is your considered judgment this is the amount 
of money that the operators are now entitled to have, or will be entitled 
to have, during the current fiscal vear? 

Mr. Murray. Yes, sir. We think we will find that we will be able 
to pay out an even larger amount than $65 million this year. How- 
ever, we had asked for a larger amount originally. But the $65 million 
was cleared through the Bureau of the Budget. 

Therefore, and I think you will note in the communication from the 
Bureau, they point out that later in the year it may be necessary to 
come for an even higher amount than the $65 million. We estimate 
this year that we will be able to pay out another $12,956,033. That 
is refiring it an awful lot, but we think roughly it is in the $77 million 
bracket that we will be able mechanically to handle, and which is due 
and owing to the operators. 

Senator Maanuson. On page 594 of the hearings I think you stated 
it very wel when you said: 

We figure it would cost, if we were able to make the payments as far as our 
past bills are concerned and the present ones, it would require approximately 
$140 million to become current. Mechanically, that is not possible. We do 
think we can get out payments of $65 million this year. 

Mr. Murray. That is right. 

Senator Macnuson. That is the general figure? 

Mr. Murray. That is right. So where we are right now is that 
we are going to be without any money as of the middle of August. 
If the Congress were to be here constantly, we would not be down 
here, or if we had enough to last us until the first of the year, we would 
not be here. But we think nothing but chaos would result if we were 
to go through a period of 4 or 5 months without making payments to 
the operators. 

We know we will be able to pay this $65 million. We still want you 
to know we may come back to you later in the year for the additional 
amount when we are sure of it. 
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Senator MaGnuson. It is a matter you cannot control, and neither 
can the Congress control it unless it changes the law. 

Mr. Murray. $65 million seems to be a safe figure that will 
certainly keep us going until you get back. If we should ask for more 
after that, we shall not be bashful. 

Senator Macnuson. I hope we can leave so we can come back. 

Thank you very much. 

Mr. Chairman, | think it might be well to put into this record the 
testimony of the Secretary and Mr. Gatov so there will be an explana- 
tion of this. 

Senator Corpon. Without objection that will go into the record. 
(The material referred to follows): 














REASON FOR INCREASE IN BUDGET REQUEST 









Chairman Bripaes. Allright. Now will you give us the reason for the increase 
of $45 million over the'1953 item? 

Mr. Murray. Well, Mr. Chairman, you can well imagine the reluctance with 
which we arrived at putting any increase in amount in this budget, and it came 
after very careful soul searching on our part. 

Mr. Gatov can explain to you the specific diffeulties which have gone with this 
subsidy differential. The fact is that these are bills which we owe. They repre- 
sent payments against contracts for future years, 

Senator SALTONSTALL. Future years? 















BY GOVERNMENT 





PAYMENTS NOT MADE 





Mr. Murray. Past years. Beg your pardon. And as a result of certain 
mechanical difficulties which apparently have taken place in the past, these bills 
have been allowed to ac umulate, and some of them represent bills that are at 
least 7 vears old. It woul! seem to us that since these are bills which need to be 
paid, we should pay them and pay them just as fast as we can. 

Chairman Brivers. Mr. Murray, is it the steamship companies that have not 
been paid? 

Mr. Murray. That is correct. 

Chairman Bripaxes. Do you know why the Government has not paid them 
[ know you are not responsible for that. You were not there. But why have they 
not been paid? 

Mr. Murray. I think it is quite a story, and Mr. Gatov and Mr. Clark, here, 
have labored very hard over the past year and a half, since this condition became 
quite apparent, to arrive at the mechanical means whereby the proper ir formation 
would be available by which these bills could be paid. And there are mechanical 
problems. We figure that it would cost, if we were able to make the payments, 
as far as our past bills are concerned, and the present ones—it would require 
approximately $140 million to become current. Mechanically, that is not 
possible. We do think that we can get out payments of $65 million this year. 

I would like Mr. Gatov to tell you what lea’s us to this unfortunate condition 
which we found ourselves in at this particular time. 

























GATOV’S EXPLANATION 








Chairman Brinags. Mr. Gatov. 
Mr. Garov. Mr. Chairman, a lot of this stems from the fact that these oper- 
ating differential-subsidy contracts were suspended during the war years and by 
and large did not become operative again until 1947. At that time, there was the 
necessity of determining subsidy-differential rates under an entirely new set of 
circumstances, brought about largely by the economic, political, and social up- 
heavals in the European countries, which are our sources for determining the differ- 
ential between American and foreign costs. 

I can’t speak of what happened prior to my arrival on the scene in 1950, but 
at that time there had not been established one permanent rate fer the payment 
of these subsidies. 

Since that time, we have changed our procedures, we have changed our tech- 
niques, our foreign-source material has come in at a better temps, and we have 
made considerable progress since 1950 in speeding up these payments. 
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The addition to the appropriation request speaks only of our ability now to step 
up these payments and, it is brought about by the fact that we have better organ- 
ized ourselves in making these determinations, and we now have a pattern and a 
system which allows for these accelerated payments. 

Chairman Briposs. The new administration that has just come into office will 
assume the past debts, as well as obligations for the next fiscal year, for the previous 
administration. That is right; is it not? 

Mr. Garov. Well, I don’t think that is quite right, sir. 

Chairman Bripcgs. Why not? 

Mr. Garoyv. Because there is an inevitable time lag in all of these payments. 

Chairman Bripags. Yes, but whether there is or not, is it not true that in the 
next fiscal year, the new administration is assuming the payment of the debts of 
the previous administration? 

Mr. Garov. I wouldn’t characterize it as that. These contracts are of 10 
years’ duration, and obviously we are making payments on those coniracts during 
the run of the contract, sir. Some of the contracts are for longer than 10 years, 
and payments are on a continuing revolving basis. 

Chairman Bripcées. We are not paying current bills now; are we? 

Mr. Garov. Yes, sir; we are paying some current bills. 

Chairman Brinces. Out of that amount of money? 

Mr. Gatov. Yes, sir. 

Chairman Bripces. Then perhaps my question is wrong. It is part of this 
money? 

Mr. Gatov. That is right. 


POSSIBLE REASONS FOR INCREASE 


Senator SALToNSTALL. The long and short of it, Mr. Gatov, is that we have had 
messy accounting, and first Admiral Cochrane came along and then you came 
along, and you cleaned up the accounting, and the reason there is this increase 
is that there has been messy bookkeeping, and you have never been able to get 
together with the steamship companies. 

Mr. Gatov. Well, it wasn’t messy bookkeeping as much as it was the necessity 
for a workable ratemaking procedure. But to answer Senator Bridges, a part of 
this is for current disbursements. In other words, we make much of our subsidy 
payments not on closed accounts but on current operations as well. 

The proof of that is that there has not been undue pressure on the part of the 
operators for their money. They realize that there are timelags in these ratemak- 
ing and accounting matters. There is an inevitable timelag. But we make 
current payments up to 90 percent, not on the closing out of the accounts on a 1- 
year or 10-year basis but on their submissions of actual operating costs as they 
occur. 

AMOUNT PRESENTLY DUE 


Senator SaLvTonsTALL. I think my memory says that Mr. Weeks said there was 
about $70 million due now, if you paid it all off, and you are putting in for $45 
million. Is that correct? 

Mr. Gatrov. $65 million, sir. 

Senator SALTONSTALL. $65 million? 

Mr. Gatov. Yes. And there would be payable during fiscal 1954, about $78 
million. But my point is that the difference between the $65 million and the $78 
million is the inevitable timelag in the adjusting of accounts and in the submission 
of vouchers. 

Senator SALTONSTALL. Now, what appealed to me is that you are putting in 
more this year. Or I will put it in the form of a question. 

Are you not putting in more this year than is absolutely necessary to be fair 
to the steamboat owners and to the Government? 

Can you not spread this over 2 or 3 more years to come, where it has been hung 
over about 7 years? 

Mr. Garov. No, sir. I think that we can very easily make those particular 
payments, because of our accelerated method of rate determination and processing 
of vouchers. 

Senator SALTONSTALL. Well, then, when is the downtrend going to show, if you 
make this big payment this year? 

Mr. Gatov. I would say that by fiscal 1955, we will be as close to a current 
basis as we can possibly be. 

Senator SALTONSTALL. And when you are on a current basis, based upon present 
operation, where the ships are making money, since the Korean war came along, 
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and so on, there should be a very substantial drop, should there not, when you 
get your back balance paid up? 

Mr. Gatoy. No, sir, because of our method of accounting we account on a 
10-vear basis, sir, and not on a l-year. The final adjustments as to recapture of 
profits are made only after a 10-year accounting period. 

Mr. Murray. Mr. Chairman, I think we also might say, in answer to your 
question, that the burden here is greater than might have been anticipated. I 
would like to get that in the record. 


NATIONAL FEDERATION OF AMERICAN SHIPPING 


STATEMENT OF ALEXANDER PURDON, SECRETARY-TREASURER 


PREPARED STATEMENT 


Senator Corpon. Mr. Purdon, I notice you have a _ prepared 
statement. 

Mr. Purpon. I would prefer to have the statement in the record, 
and in deference to the committee I will summarize it. 

Senator Corpon. The statement will go into the record. 

rT 

(The statement referred to follows:) 


STATEMENT RELATIVE TO INCLUSION OF APPROPRIATION FoR OPERATING- 
DIFFERENTIAL SussipiEs IN H. R. 6200 By NatrionaL FEDERATION oF 
AMERICAN SHrppina, Inc. 


My name is Alexander Purdon. I am secretary-treasurer of the National 
Federation of American Shipping, an industry organization representing in its 
membership a majority of the American-flag steamship lines. 

We appreciate the opportunity of appearing before you in support of the 
supplemental appropriations request transmitted to you by President Eisenhower. 
This request is for an amount of $45 million for the fiscal year ending June 30, 
1954, which would be earmarked for the payment of operating-differential sub- 
sidies earned by steamship operators during the calendar years 1947 through 1953. 

I think it is important at the outset to define terms. The subject of operating 
differential payments to steamship lines has been misunderstood too often because 
of the loose use of the word subsidies. This term, unfortunately, has the con- 
notation of a dole or a grant. Actually, operating-differential subsidies paid 
under the 1936 act are contract payments for essential contract services, and 
these contract payments of operating-differential subsidies are the only such 
payments made by the Government that are subject to recapture by the Govern- 
ment. 

It is seldom realized that the United States has subsidized the foreign merchant 
marine about twice as much as the American merchant marine. During the 
period from April 30, 1948 to December 31, 1951, inclusive, our assistance to the 
European merchant marine amounted to $36,700,000 and to the Japanese mer- 
chant marine amounted to $22,800,000, or a total of about $59,500,000. During 
the same period, the net operating-differential aid to the American merchant 
marine was $25,700,000. It think it is well to point out that the payment of 
these subsidies benefits a very large segment of the American economy. 

In the book Some Facts You Should Know About American Merchant Ships, 
which was published recently by the Chamber of Commerce of the United States, 
the following statement appears: ‘“‘Subsidies are paid to maintain American-flag 
service on American essential trade routes. They are, then, in a sense, a basic 
guaranty or insurance that American goods will have unobstructed and depend- 
able access to the market places of the world. As such, they aid the shipper in 
foreign trade.” 

Let us review briefly the status of the present appropriations for this purpose. 
The so-called Truman budget asked for $25 million and, I believe, that this was 
based upon an anticipated carryover of $20 million making a total available for 
this purpose of $45 million. The original budget submitted by the present ad- 
ministration asked for a total of $65 million. As you know, the House reduced 
this to $25 million. The conference accepted the Senate version and reported 
out the amount of $20 million for this purpose. 


35192—53——20 
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In years past there has been a timelag between the accounting procedures in the 
Department of Commerce and the appropriations so that because of this timelag, 
a carryover from | year to the other could be expected. Recently, the Depart- 
ment of Commerce has improved and streamlined its procedures so that this 
traditional timelag has been substantially reduced. It should be noted that the 
timelag never reduced the obligation. It merely deferred it. It is anticipated 
that the $20 million now available will be exhausted in mid-August and, unless 
an additional appropriation is made, there will be no money available for these 
contract payments for the balance of the fiscal year. In this circumstance, it is 
reasonable to suppose that some lines may be forced to borrow money. Some 
may be able to weather the situation and some might be forced to reduce service. 
If a company is required to borrow money because it does not receive operating 
contract payments already due, it not only has to pay interest on the money it 
borrows but it loses interest on the subsidy payments it has not received. 

Obviously, this imposes an additional cost upon the operator and I would point 
out that to the extent additional costs are imposed upon the operator it will affect 
his ability to achieve a recapture position. Anything which affects his ability to 
achieve a recapture position reduces the opportunity which the Government has of 
getting recapture payments and could become under the circumstances an eventual 
cost to the Government. I would like to stress that the request transmitted to 
you says and I quote “‘the funds requested will be used to pay operating-differen- 
tial subsidies earned by ship operators for the calendar years 1947 through 19532 
under present subsidy contracts.” The word “earned” is to me significant. 
These are earned contract payments. They accrue to the operator as payments 
made under the parity principle of the 1936 act and are designed to offset the cost 
differential between American and foreign operators, resulting from high Ameri- 
can wage costs occasioned by our advanced American standards of living. 

With the improved accounting procedures of the Department of Commerce, 
the e is an opportunity for the Department to become current in meeting its 
obligations. This is good business and I am confident that the Department and 
the Congress is anxious to get on a sound business basis. There is no real economy 
in deferring the payment of contract obligations. I sincerely hope that this 
committee will approve the President’s request. 


Mr. Purpon. My name is Alexander Purdon and I am secretary 


and treasurer of the National Federation of American Shipping. 

We are appearing before you in support of the request made by the 
President for a supplemental appropriation for the payment of op- 
erating differential subsidies. I would like the opportunity of saying 
to the committee that these operating differential subsidies are contract 


“e 


payments for services rendered. This word “subsidy”? sometimes 
carries an unfortunate connotation with it. 
Senator Corpon. If I had a lot of time, I would like to argue that 


statement with you. 
SUBSIDIZING FOREIGN MERCHANT MARINE 


Mr. Purpon. I would like to call attention in my statement to the 
point that over the last few years the United States has subsidized 
foreign merchant marines in greater degree than we have our own 
merchant marines. I will let the figures in the statement explain that. 

I would also like to call attention to statements made by the Cham- 
ber of Commerce of the United States when they pointed out that 
these subsidy payments do not only benefit the shipowners but they 
are of substantial benefit to all those in the United States engaged in 
foreign trade. This statement which I quote from the booklet they 
published is 
They are, then, in a sense a basic guaranty or insurance that American goods will 
have unobstructed and dependable access to the market places of the world. 

That is the chamber of commerce talking. They add, “They aid 
the shipper in foreign trade.” 
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Whai has happened in the past is actually there has been an 

unfortunate time lag in the mechanical process, so we are now talking 
about catching up and puiting this thing as near as we can on a current 
basis which I submit is good business and good administration and 
something that will have the support, | am sure, of this commitiee. 
To that extent it helps us to be current and efficient. 
im I would also like to point out that when there is this time lag 
between the earning and the payment and if that time lag were to 
continue, some companies will have to borrow money. If they do, 
they pay interest. They also lose interest on the moneys that the 
Government, for one reason or another, is withholding. So it is 
double interesi. 

At that point since that becomes a cost item to the companies and 
is reflected in their balance sheets, increasing their cost of doing 
business, reducing their opportunity of operating at a profit, it limits 
our ability under efficient operation to move into a recapture position 
and recapture the obligations in this whole thing which need to be 
stressed. If we are limited in our ability to move into a recapture 
position, Mr, Chairman, in the long run we are not able, then, to pay 
back the Government these amounts that are paid us for these con- 
tract services. So in the long run it costs the Government money to 
delay these payments. 

I think, then, it is good business for the Government; it is good 
business for us to catch upon on this procedure. I think that the 
Department of Commerce should be commended for streamlining 
and expediting these procedures so that they are in a relatively more 
current position now than they were then. 

For these reasons and for the more detailed reasons which I have 
in ihe prepared statement, we very strongly urge the committee to 
consider favorably the recommendation of the President. 

Senator Corpon. Thank you, sir. 

Secretary Tudor. 


DEPARTMENT OF THE INTERIOR 
DEFENSE PrRopucTION AcTIVITIES 


STATEMENTS OF RALPH A, TUDOR, UNDER SECRETARY; ROBERT E. 
DAY, STAFF ASSISTANT; AND DALE L. ROTHROCK, CHIEF, 
FISCAL SECTION, OFFICE OF THE SECRETARY; WILLIAM F. 
HAHMAN, ACTING ADMINISTRATOR, DEFENSE SOLID FUELS 
ADMINISTRATION; GEORGE ENGLISH, POWER SUPPLY COOR- 
DINATOR, DEFENSE POWER; J. A. LA FORTUNE, DEPUTY AD- 
MINISTRATOR; HUGH A. STEWART, ASSISTANT DEPUTY 
ADMINISTRATOR; AND R. REA JACKSON, ASSISTANT DEPUTY 
ADMINISTRATOR FOR DOMESTIC PETROLEUM OPERATIONS, 
PETROLEUM ADMINISTRATION FOR DEFENSE 


PREPARED STATEMENT 


Senator Corpon. I noie you have a statement of 16 pages. 

Mr. Tupor. I will ask to have the siaiement filed. 

Senator Corpon. Without objection the statement will be made 
a part of the record, and also the justification. 

(The statement and justification referred to follows:) 
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DEPARTMENT OF THE INTERIOR 
SALARIES AND ExpENSEsS, DereENSE PRODUCTION ACTIVITIES 
(House hearings, pp. 317-335) 

(P. 29, lines 10-12) 


(1) Page 29, line 10, strike out $500,000” and insert in lieu thereof ‘$725,000’ 
the estimate, or an increase of $225,000 in the appropriation. 

(2) Page 29, line 10, after the amount strike out the following: “: Provided, 
That these funds shall be available only for continuation of the Petroleum Admin- 
istration for Defense.”’ . 

HOUSE REPORT 


“The committee has specifically denied funds for the activities of the Depart- 
ment of the Interior other than the Petroleum Administration for Defense.’ 


JUSTIFICATION 


Explanation of amendment (1).—The amendment restores $225,000 the reduction 


made by the House in the estimate. This amount is distributed to activities as 
follows: 


i 
Appro- Estim se bill | i 
ath ale ; tstimate | House bill | Restoration 
Activity he | 1954 1954 requested 


1. Office of the Secretary $146, 475 | $55, 000 $55, 000 
2. Defense Solid Fuels Administration 333, 250 | 60,000 |... 60, 000 
3. Defense Electric Power 739, 350 - 1 = § eee | 25, 000 
4. Defense Fisheries Administration ; 86, 800 |...... a i Bh 

5. Petroleum Administration for Defense. _. | 1, 794, 125 | 585, 000 $500, 000 | 85, 000 


| 
|— 
| 
| 
| 


Total. ... : . , | 3, 100,000 | 725, 000 500, 000 | 225, 000 


A breakdown of the restoration request by objects of expenditure follows: 
Personal services oi : $215, 410 
Travel _- él 3, 900 
Communication services et saat 2, 690 
Printing and reproduction - - - : : ; 1, 100 
Other contractual services Jb 300 
Supplies and materials ; 900 
Equipment j 100 
Taxes and assessments 600 


Total _ - - = . 225, 000 


Restoration of $225,000 is requested in order to enable the Secretary to carry 
out all of the defense production activities assigned to him. This would provide 
an appropriation of $725,000 for 1954 as compared to $3,100,000 which was 
available for 1953. Under the House bill $500,000 is provided which is specifically 
limited to activities of the Petroleum Administration for Defense. This action 
represents a reduction below the amount requested for the minimum essential 
operations of the Petroleum Administration for Defense, and does not provide 
any funds to enable the Secretary to carry out his coequal responsibilities with 
respect to solid fuels and electric power. It also fails to provide funds for staff 
in his office needed to assure effective discharge of his defense responsibilities. 

The powers vested in the President by the Defense Production Act, as amended, 
have been delegated by him to the Director of the Office of Defense Mobilization. 
By the issuance of Executive Order 10461 of June 17, 1953, the President con- 
tinued in effect the existing distribution of responsibilities to delegate agencies 
of ODM. This included the assignments with respect to petroleum, gas, solid 
fuels, and electric power which, since the outset of the defense mobilization pro- 
gram, have been in the hands of the Secretary of the Interior. Thus the Secre- 
tary of the Interior has the responsibility for the exercise of the priority and 
allocation powers with respect to those materials and the conduct of programs 
designed to obtain expansions of productive capacity to assure adequate supplies 
of such products. He also has the basic function of assembling data concerning 
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the supply of and requirements for such products and evaluating such data in 
the light of the Nation s needs in the current period of partial mobilization and 
in connection with full mobilization readiness. The budget estimates submitted 
to the Congress covering the regular activities of the Department of the Interior 
made no provision for these defense activities. Any use of regular funds for 
carrying on defense activities would have an adverse effect on our regular 
programs, 

Unless the funds requested are provided, the Secretary will be left without 
an adequate staff to assist him in discharging his responsibilities with respect to 
petroleum and gas, and no staff to help him perform the other defense functions 
covered by these budget estimates. 

There follows additional information regarding the needs and functions of each 
activity. 

1. Office of the Secretary 

Restoration of $55,000 is requested in order to provide staff facilities con- 
sisting of 8-employees within the Office of the Secretary. The 8 employees would 
include 3 professional and 2 secretarial to provide general staff assistance to the 
Secretary and the Under Secretary on defense matters, an attorney and secretary 
to provide legal services in connection with the work of this staff and also such 
services as are required by the Defense Solid Fuels Administration and by the 
unit carrying on the residual functions of the former Defense Electric Power 
Administration, and 1 fiscal clerk to assist in fiscal and accounting matters. 

Specific activities of the staff assistants to the Secretary include the following: 

1, Advising the Secretary and Under Secretary in connection with their par- 
ticipation in meetings of the Defense Mobilization Board an4, also, other high- 
level policymaking groups when the problems being considered involve the 
Secretary’s defense responsibilities. This frequently entails the assembly of data 
and views from two or more of the defense agencies under his jurisdiction. 

2. Representing the Secretary and, in some instances, several or all of the 

defense agencies under his jurisdiction, as well as the regular bureaus of the 

Department when their programs are involved, on certain interdepartmental 
groups concerned with security and defense matters Among these are the 
NPA Order Clearance Committee, the Joint Commerce-Labor Interagency 
Advisory Committee on essential activities and critical occupations, and groups 
engaged in the planning of nonmilitary defense measures 

3. Marshaling the resources and views of Interior’s defense agencies in con- 
nection with requests or assignments to the Secretary from outside agencies, or 
inquiries from the Congress, which relate to programs of two or more of the 
defense agencies, or regular bureaus in addition to defense agencies. Such re- 
quests or assignments call for centralized handling of instructions to the Interior 
agencies concerned, assembly of data, overall review, and collaboration with the 
affected agencies in the preparation of proposed replies for the Secretary. 

Recurrent and continuing staff jobs of this type include assembly of the monthly 
and annual reports to the Joint Committee on Defense Production; Interior’s 
contributions to quarterly reports of the Director, ODM, to the President; 
collaboration with the attorney adviser and Interior's agencies in preparation of 
reports on legislation and proposed Executive orders pertaining to the defense 
program. 

4. Maintaining liaison between the ODM staff and Interior’s agencies in connec- 
tion with full mobilization readiness studies. Similar facilitating functions with 
respect to nonmilitary defense programs, under the leadership of ODM, are also 
necessary. 

2. Defense Solid Fuels Administration 

Restoration of $60,000 is requested in order to permit carrving out the minimum 
continuing programs of the Defense Solid Fuels Administration in the fiscal vear 
1954. Unless the funds required are restored, the attainment of expansion goals 
established by the Office of Defense Mobilization for coke and metallurgical coal 
and for coal mining in Alaska to meet direct military requirements in that region, 
will be imperiled. 

The principal work of DSFA in connection with the coke expansion program, 
and associated metallurgical coal mining expansions, now is the analysis of applica- 
tions for necessity certificates for accelerated tax amortization submitted by com- 

anies planning to build coke ovens and referred to DSFA by the Office of Defense 
Mobilization for report and recommendation. With a substantial portion of the 
expansion of facilities yet to be accomplished, a continuing flow of new applications 
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and the usual run of requests for reconsideration, amendments and extensions of 
time are expected 

The need for expansion of coal mining capacity in the Territory of Alaska arises 
directly from a sharp rise in the requiremeuts of the military, principally for 
heating and the generation of power at airbases, in that region. Attainment of 
the expansion goal set by ODM will require increasing the output of coal in Alaska 
from the annual rate of 550,000 tons per year in July 1952, to an annual rate of 
950,000 tons per year. Latest estimates of requirements indicate that even this 
increase may be insufficient. Considerable staff time will have to be devoted to 
helping overcome difficulties in financing these projects in Alaska and to expediting 
deliveries of materials and equipment for them. 

8, Defense electric power 

Restoration of $25,000 is requested in order to provide 2 men and 1 secretary 
to perform 2 major jobs and certain other functions which were the responsibilities 
of the Defense Electric Power Administration prior to the abolishment of that 
agency on June 30, 1953. 

One of these jobs is the allocation of materials for construction of a group of 
50 electric power generating plants being built, some by private utilities and some 
by publie agencies, to furnish power to installations of the Atomic Energy Com- 
mission. The other, not confined to the AEC-related segment of the electric 
power expansion program, is the processing of applications for necessity certificates 
for accelerated tax amortization submitted by electric utilities. 

The allocation of materials to the AEC-related powerplants is aimed at bringing 
these powerplants into service on schedule—in late 1954 and early 1955—to meet 
the needs of atomic energy plants for electric power. This staff assembies require- 
ments data from the companies building them, submits requests each quarter to 
the AEC for the necessary allotments of steel, copper and aluminum, and makes 
allocations to the companies on the basis of the allotments it receives fron AKC. 
Accounting, expediting activities to speed delivery of bottleneck items on individ- 
ual projects, and monthly reports to AEC on any factors which would delay 
inservice dates of the plants are also parts of the job. 

The expansion goal established by ODM for electric power calls for class I 
utilities to have a total installed generating capability of 116 million kilowatts by 
the end of 1955. A capability of 81.5 million kilowatts had been attained by 
December 31, 1952. Within the limits of the established expension goal for 
generating capability and ODM policies regarding the eligibility of electric power 
transmission and distribution facilities, applications of electric utilities may be 
considered for accelerated tax amortization. Such applications are being received 
and it is expected that they will continue to come in. In the short time from the 
termination of the Detense Electric Power Administration at the close of June to 
July 14, 13 new applications for plants with a total estimated cost of over $121 
million had been received. In addition, there were 2 requests for amendments 
and 3 for extensions of time. 

5. Petroleum Administration For Defense 

Restoration of $85,000 is requested in order to provide the funds necessary for 
the staff required to carry out the defense mobilization responsibilities with respect 
to petroleum and gas under the Defense Production Act. The Petroleum Admin- 
istration for Defense has a highly skilled staff of petroleum and gas experts with 
necessary administrative and secretarial personnel. The proposed staff of 98 
positions includes 76 positions on Government salaries and 22 executive and 
technical personnel on loan from the oil and gas industries who serve without 
compensation. This is a reduction of staff from the maximum of 342 employees 
on March 1952 and 242 by March 1953. 

The principal problems facing PAD are: (1) Assisting the military in procuring 
petroleum and gas; particularly aviation gasoline; (2) advising the military pro- 
curement agencies whether aviation gasoline prices are reasonable; (3) making 
continuous studies of supply and demand for petroleum and gas; (4) preparing 
petroleum wartime studies for the National Security Council; (5) determining re- 
quired expansion of petroleum and gas facilities; (6) encouraging the expansion of 
petroleum and gas facilities—particularly aviation gasoline; (7) preparing recom- 
mendations to ODM on requests for accelerated tax amortization and defense 
loans; (8) assisting manufacturers, producing military end items, in securing petro- 
leum and gas; (9) advising military on effect of specifications on the availability 
of petroleum products; (10) granting stainless steel allotments in third quarter to 
individual operators, and appropriate materials assistance to petroleum operators 
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supplying the military; (11) discharging most of peacetime functions of Interior’s 
Oil and Gas Division; (12) participating in NATO petroleum activities; (13) furn- 
ishing advice on petroleum and gas to Government including Congress; (14) serv- 
ing as liaison with State oil and gas regulatory bodies; (15) maintaining liaison 
with the petroleum and gas industries thus bringing to bear the advice of several 
hundred experts on problems at no cost to Government. 

It is essential that PAD have the funds and staff necessary to effectively dis- 
charge its large and diversified responsibilities of importance to national security 
and defense. The budget request of $585,000 is believed to be the minimum re- 
quired for this purpose. 

Explanation of amendment (2).—The amendment eliminates the limitation on 
the use of the defense appropriation for the Petroleum Administration for Defense 
only and permits the use of the funds to finance the defense operations in the 
Office of the Secretary, Defense Electric Power and the Defense Solid Fuels 
Administration. 


STATEMENT OF Hon. Rautew A. Tupor, UNDER SECRETARY OF THE INTERIOR, 
DEPARTMENT OF THE INTERIOR 


I appreciate the opportunity which you have given me to appear before your 
committee. This statement explains in more detail the urgent need for adoption 
of an amendment to the supplemental appropriation bill, 1954, that would restore 
that portion of the funds which President Eisenhower requested for defense 
production activities assigned to the Secretary of the Interior and which the 
House of Representatives has disallowed. 

The budget estimate transmitted to the House of Representatives by the 
President requested $725,000 for these activities. This amount is less than 
one-fourth of the $3,100,000 appropriated for similar activities in the fiscal year 
1953. The House action would allow only $500,000, and it would specifically 
limit the use of the funds to activities of the Petroleum Administration for Defense. 

The action of the House represents a reduction below the amount deemed 
necessary to continue the minimum essential operations of the Petroleum Admin- 
istration for Defense. In addition, it completely denies the Secretary of the 
Interior any funds to carry out his coequal responsibilities with respect to solid 
fuels and electric power. It also deprives him of staff in his office needed to 
assure effective discharge of the full range of his defense responsibilities. 

Specific effects upon individual Interior agencies and staff units would be as 
follows: 

PAD would be cut from a requested $585,000 to $500,000; the average 
number of salaries PAD employees would be reduced from the planned 77 
to 64. 

Defense Solid Fuels Administration would be abolished, the $60,000 in 
funds requested for its proposed staff of 8 persons having been reduced to zero 

The staff unit in the office of Assistant Secretary Aandahl, consisting of 2 
men and 1 secretary, carrying on the residual functions of the- Defense 
Electric Power Administration (which was terminated on June 30, 1953), 
would be abolished. Twenty-five thousand dollars was requested for thi 
unit; nothing was allowed. 

Staff currently engaged in defense matters in the Office of the Secretary 
including 5 in the Technical Review Staff, 2 in the Solicitor’s Office, and 1 in 
the Division of Administrative Seryices—would be eliminated. Fifty-five 
thousand dollars was requested for this group of persons; nothing was allowed. 

The proposed staff for all of these activities, exclusive of the Petroleum Adminis 
tration for Defense, involves a total of 19 positions and requested appropriations 
of $140,000. Appropriations for fiscal year 1953 for staffs engaged in similar 
activities, exclusive of PAD, totaled $1,179,075. Thus the funds sought for this 
group of activities this year represent only about 12 percent of the money appro- 
priated for them last year. 

The seriousness of the impact of the elimination of the still needed Interior 
defense staffs on the defense mobilization program as a whole can be properly 
assessed only if the relationship of Interior's defense functions to the operations 
of the Office of Defense Mobilization is fully understood. The powers vested in 
the President by the Defense Production Act, as amended, have been delegated 
by him to the Director of the Office of Defense Mobilization. By the issuance of 
Executive Order 10461 on June 17, 1953, the President continued in effect the 
existing distribution of responsibilities to delegate agencies of ODM. This 
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included the assignments with respect to petroleum, gas, solid fuels, and electric 
power which, since the outset of the defense mobilization program, have been 
the responsibility of the Secretary of the Interior. This means that the Secretary 
of the Interior has the responsibility for the priority and allocation functions with 
respect to those products, and now most importantly, the continuation of pro- 
grams designed to obtain expansions of productive capacity equal to the needs 
of partial mobilization and full mobilization readiness. In this connection, he 
has the basic function of assembling data concerning supplv and requirements. 

In his testimony concerning the supplemental appropriation bill, 1954, and also 
in orders already issued, Mr. Flemming, Director of the Office of Defense Mobili- 
zation, has made it clear that it is and will be the policy and practice of ODM to 
delegate authority to act to the maximum possible extent to other departments and 
agencies. Under this concept, ODM will develop the policies and directives 
necessary for the achievement of the objectives of defense mobilization. Its 
delegate agencies will be called upon to formulate programs for their respective 
areas of responsibility and to carry out the programs as approved by ODM. 

Consonant with that policy, the fiscal year 1954 budget estimate for ODM’s 
own organization does not inelude provision for any staff to conduct operations of 
the type which the delegate agencies will carry on. Furtherore, this year as in 
previous years, no provision was made for any of Interior’s defense agencies in the 
budget estimates submitted to the Congress covering the regular activities of the 
Department of the Interior. Any transfer of funds from the regular bureaus and 
offices of the Department to help in carrying on defense activities would have an 
adverse effect on our regular programs. As you know, the budget for the Depart- 
ment’s regular activities will be very tight this year. 

By its recent action in extending the Defense Production Act for 2 years, 
Congress recognized the continuing need for priorities and allocations to aid the 
military and atomic-energy programs and related projects and for Government 
incentives to encourage expansions of industrial capacity in support of those 
programs. Yet we are confronted with the anomalous prospect that, if the House 
action on appropriations for defense activities stands unchanged, the Secretary 
will be left without an adequate staff to assist him in discharging his responsi- 
bilities with respect to petroleum and gas, and with no staff to help him in perform- 
ing the other defense functions covered by these budget estimates. For the reasons 
which I have stated, there appears to be no way of correcting this situation except 
through amendment of the supplemental appropriation bill. 

As I describe the specific jobs which lie ahead for Interior defense agencies, | 
shall indicate, for each agency or staff unit, the average number of enplovees 
called for in the budget estimates for fiscal year 1954 as compared with the average 
number of employees engaged in similar activities in fiscal vear 1953. In every 
instance, the size of the staff has been greatly reduced, and the proposed staffs 
are the smallest that can reasonably be expected to handle the anticipated work- 
load Altogether, the average number of salaried employees in 1954, including 
those in PAD, would be 95 as compared with 389 in 1953, a reduction of about 
75 percent. 

Mr. J. A. LaFortune, recently appointed Deputy Administrator of the Petro- 
leum Administration for Defense, and Mr. William F. Hahman, Acting Admin- 
istrator of the Defense Solid Fuels Administration, have prepared statements to 
present to the committee concerning the programs of their respective agencies. 
Therefore, I shall mention only the highlights of the work of those agencies, and 
cover more comprehensively the activities of the units working on the electric- 
power program and providing immediate staff assistance to the Secretary. 

There are many differences in the character of the current problems and pro- 
grams relating to electric power, solid fuels, and petroleum and gas. Each of the 
three organizational units involved, however, has the following functions to 
perform: 

1. Assembling and evaluating data on supply and requirements in order 
to establish, and review from time to time, industrial expansion goals adequate 
to the needs of partial mobilization and mobilization readiness. Periodic 
reports on progress toward established goals are also required. Data regu- 
larly available from other Government agencies, including the Bureau of 
Mines, and from recognized statistical orgznizations associated with the 
industries are being utilized to the maximum extent practicable. This 
lessens the burden and cost of paperwork for both industry and Government. 

2. Presenting claims for, and distributing to the industry, to which its 
responsibilities relate, any material essential to the national defense which is 
in such short supply that it must be allocated across the board to all indus- 
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tries. This is no longer a large job, since improvement in supplies of metals 
has made it possible to discontinue nearly all general allocations. Currently, 
the only material being so allocated, in which Interior’s defense agencies are 
involved, is nickel-bearing stainless steel. So long as any material does re- 
main under general allocation, however, some staff time must be devoted to 
the work entailed. 

3. Presenting to the Department of Defense, the Atomie Energy Commis- 
sion, or the Office of Defense Mobilization—whichever procedure governs 
requests for allocations of steel, copper, and aluminum or other materials or 
directive assistance to assure timely delivery of materials or equipment needed 
for projects directly related to the military and atomic-energy programs, and 
allocating to individual companies the materials allotted in response to such 
requests. In the case of a designated group of AEC-related power projects, 
this procedure must be followed regularly. It may be used, on a “‘spot”’ 
assistance basis, in other instances if it is clearly necessary in the interest of 
national defense. 

4. Exercising, if necessary, the priority and allocation powers, under con- 
ditions set forth in the Defense Production Act, as amended, with respect to 
materials under its jurisdiction. 

5. Serving either as recommending or certifving authority in connection 
with financial aids to industrial expansion. These aids are not only those 
authorized by title III of the Defense Production Act, including loans and 
loan guaranties, but also accelerated tax amortization, the benefits of which 
are available under the Intern! Revenue Code. 

6. Developing, in collaboration with ODM and other defense agencies, 
specific orders and planning definite actions required for the prompt initiation 
of material-control systems and nonmilitary defense measures which would 
be essential in the event that substantially intensified mobilization should 
become necessary. 

7. Preparing periodic reports to the Joint Committee on Defense Produc- 
tion and the Office of Defense Mobilization and such special reports as may 
be requested by the Congress or other defense agencies. 

8. And, finally, serving as a focal point for the effective exchange of views 
between Government and the particular industry concerned in the shaping 
and chievement of defense-mobilization programs and objectives. 

The performance of some one or a combination of these functions is involved in 
solving each of the problems of supply with which Interior’s defense agencies are 
confronted. I shall now review the nature of the major problems and the work 
that must be done to solve them. 


PETROLEUM AND GAS 


The key, continuing responsibilities of the Petroleum Administration for 
Defense are (1) seeing that supplies of petroleum products for the military are 
available in adequate quantity and on time and (2) making long-range studies 
with respect to petroleum for national security and defense, and encouraging the 
industry to accomplish those expansions of capacity deemed necessary to the 
national security and defense. The problems are complex and involve considera- 
tions of foreign as well as domestic supplies and requirements. They demand the 
attention of highly competent men from the industry, and I must say that the 
petroleum and gas industries have been generous in making available some of their 
very best men for service in PAD, many of them on a ‘‘without compensation”’ 
basis. 

The most persistent and difficult military supply problem with which PAD 
has been working steadily, and must continue to work, is aviation gasoline. Mr. 
LaFortune’s statement gives you the whole story on that, but I merely want to 
stress the importance to national defense of adequate staffing in PAD so that it 
can do well and promptly all phases of its job in getting the expansion of capacity 
required to meet the needs of the military for aviation gasoline. Likewise, PAD 
must be so staffed that it can continue to assist the military in fulfilling require- 
ments for other special-purpose petroleum products. 

PAD’s studies of the longer term aspects of petroleum-supply requirements, 
domestic and foreign, provide a vital base for planning in the field of national de- 
fense and security. They are utilized at the highest levels of Government dealing 
with such matters, and certainly the staff resources needed to produce such studies 
should continue to be available in PAD. 

A very substantial reduction in that part of PAD’s staff engaged in the alloca- 
tion of construction and production materials became possible when the controlled 
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materials plan was discontinued. In addition, a number of other consolidations 
and cuts have been made. The net result is that PAD proposes to carry on its 
work with an average number of 77 salaried employees as compared with 235 in 
1953. , 


SOLID FUELS-——-COAL, COKE, AND COAL CHEMICALS 


The Defense Solid Fuels Administration has two major, vital jobs ahead. One 
is to push the expansion of coke-production capacity so that the growing require- 
ments resulting from expansion of the steel industry will be met, and the other, to 
obtain the expansion of coal mining capacity in Alaska needed to fulfill direct 
military requirements in that region. 

The principal work of DSFA in connection with the coke-expansion program, 
and associated metallurgical coal-mining expansion, now is the analysis of appli- 
cations for necessity certificates for accelerated tax amortization submitted by 
companies planning to build coke ovens and referred to DSFA by the Office of 
Defense Mobilization for report and recommendation. With a substantial por- 
tion of the expansion of facilities yet to be accomplished, a continuing flow of new 
applications and the usual run of requests for reconsideration, amendments, and 
extensions of time are expected. That this is a live operation is indicated by the 
fact that in the first 2 weeks of this month alone a total of 13 tax-amortization 
cases had been received by DSFA. Nine of these applications covered new proj- 
ects costing an estimated total of nearly $11 million, and three were requests for 
amendments of necessity certificates previously issued. 

The need for expansion of coal-mining capaci .y in the Territory of Alaska arises 
directly from a sharp increase in the requirements of the military, principally for 
heating and the generation of power at airbases, in that region. Attsinment of 
the expansion goal set by ODM will require increasing the output of coal in Alaska 
from a rate of 550,000 tons per year in July 1952 to a rate of 950,000 tons per year. 
Latest estimates of requirements indicate that even this increase may be insuffi- 
cient. This matter is so urgent and important that the Secretary has dispatched 
a special team to Alaska, headed by former DSFA Administrator Charles W. Con- 
nor, to ascertain precisely what must be done to obtain the necessary increase in 
production. Considerable staff time will have to be devoted to helping overcome 
difficulties in financing these projects in Alaska and to expediting deliveries of 
materials and equipment for them, 

These jobs being done by DSFA must be done. Although the size of DSFA’s 
task is smaller than it was earlier, so too is its staff. The average number of 
salaried employees in fiscal year 1953 was 40; in 1954, it would be 7. 


ELECTRIC POWER 


In the case of the defense electric-power program, we now have in the office 
of Mr. Aandahl, Assistant Secertary for Water and Power Development, 2 men 
who, with the aid of | secretary, perform 2 very important functions which, among 
others, were transferred from the Defense Electric Power Administration when it 
was abolished on June 30, 1953. 

One of these functions is the allocation of materials for construction of a group 
of 50 electric-power-generating plants being built, some by private utilities and 
some by public agencies, to furnish power to installations of the Atomic Energy 
Commission. The other function, not confined to the AEC-related segment of 
the electric-power expansion program, is the processing of applications for neces- 
sity certificates for accelerated tax amortization submitted by electric utilities. 

Orders for materials for the AEC-related powerplants carry the same priority 
symbol as orders for materials for the AEC installations themselves. Companies 
constructing the powerplants send to our defense electric-power staff statements 
of material requirements covering several quarters inadvance. Thestaff assembles 
the requirements of the group of plants for steel, copper, and aluminum and sub- 
mits them quarterly to the AEC. The AEC in turn gives us allotments of these 
materials, which the staff then allocates to the individual utilities. Because of 
differing lead times for placement of orders at the mills, there is an issuance of 
allocations about once each month. Accounting, expediting activities to speed 
delivery of bottleneck items on individual projects, and monthly reports to 
AEC on any factors which would delay in-service dates of the plants are also 
part of the job. 

This whole procedure is aimed at bringing these powerplants into service on 
schedule—in late 1954 and in the first half of 1955. The magnitude of this very 
important segment of the defense electric-power program is indicated by the fact 
that these 50 plants will cost over $1 billion and their generating capacity will 
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be about 8 million kilowatts. AEC plants under construction cannot be operated 
without electric power. Unless these 50 electric-generating plants are in service 
on schedule, the AEC plants which they will serve cannot be operated. 

The expansion goal established by ODM fer the total electric-power program 
calls for class I utilities to have an installed generating capability of 116 million 
kilowatts by the end of 1955. A capability of 81.5 millicn kilowatts had been 
attained by December 31, 1952. Within the limits of the established expansion 
goal for generating capability and ODM policies regarding the eligibility of elec- 
tric-power transmission and distribution facilities, applications of electric utilities 
may be considered for accelerated tax amortization. Such applications are being 
received, and we expect that they will continue to come in. In the short time 
from the termination of the Defense Electric Power Administration at the close 
of June to July 14, 13 new applicaticns for powerplants with a total estimated 
cost of over $121 million had been received. In addition, there were 2 request 
for amendments and 3 for extensions of time. 

These functions with respect to the defense electric-power program must be 
performed. They cannot possibly be done with less staff. 


STAFF IN OFFICE OF THE SECRETARY 


All cf Interior’s defense agencies and units, as well as Secretary MeKay and 
myself, are interested in seeing that there exists in the Seeretary’s Office reason- 
able staff facilities to assure competent coordination of action on certain defense- 
mobilization problems and activities of mutual coneern. Requests for data 
stu‘lies, reports, and actions pertaining to the defense-mobilization responsibili- 
ties of the Secretary come to. him from many sourees—the Director of the Office 
of Defense Mobilization, committees of the Congress, cther departments and 
agencies engaged in defense-production activities, and the general public. Very 
frequently, these invelve the responsibilities of two or more of Intericr’s defense 
agencies, and sometimes the Department’s regular bureaus as well kiffeetive 
action on such matters requires a staff to get a particular request to the proper 
agencies and to coordinate their contributions to the finished product ready for 
the Secretary’s action. This is far mcre than a mechanical assembly job; it 
demands a comprehensive knowledge of Interior’s defense programs and the 
whole defense-mobilization setup of the Government. 

This procedure, with variations to fit the needs in particular cases, is followed 
in preparing reports on pending legislation having a bearing on defense produc- 
tion, comments on proposed executive orders and delegations of authority under 
the Defense Production Act, regular periodic reports to the Joint Committee on 
Defense Production, contributions to the quarterly and semiannual reports of 
the Director of ODM to the President, and important phases of the searching 
studies on mobilization readiness being carried on under the leadership of ODM. 

Secretary McKay and I look to this staff to marshal information and advice 
on the varied and complex problems which are discussed at the weekly meetings 
of the Defense Mobilization Board, which he attends regularly. When he is 
away, I attend as his alternate. Some items on the agenda deal with problems 
specifically within the scope of responsibilities assigned to the Secretary of the 
Interior under the Defense Production Act. Others involved consideration of 
proposed policies to govern the operations of all defense agencies. Still others 
deal with matters pertaining to resources and technological developments about 
which the regular bureaus have considerable knowledge. When we go to meet- 
ings of the Defense Mobilization Board, we must be prepared to make the best 
contributions which we can to the deliberations of the Board. In order to do so, 
we must have the help of a staff. 

Another function of the staff is to represent the Secretary, and in some cases 
several or all of the Interior defense agencies, on interdepartmental committees 
dealing with various facets of the defense mobilization program. Among these 
are the NPA Order Clearance Committee, the Joint Commerce-Labor Interagency 
Advisory Committee on Essential Activities and Critical Occupations, and groups 
engaged in the planning of nonmilitary defense measures 

The staffing plan proposed in our budget estimates would provide only 3 
men on the technical review staff, 1 attorney adviser in the Solicitor’s Office, 
and 1 fiscal clerk. The attorney adviser in the Solicitor’s Office would perform 
all legal services connected with the work of this staff and also such services as 
are required by the Defense Solid Fuels Administration and the defense electric 
power staff. With their secretaries, the total staff complement would be eight 
persons. In fiscal year 1953, the average number of salaried employees on the 
defense rolls of the Office of the Secretary was 19. 





314 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


To sum up my remarks, I should like to say: 

First, that I believe it is clear to all of us that the international situation has 
not yet changed in any way as to justify relaxation in meeting the needs of our 
current partial mobilization and full mobilization readiness; 

Second, that our industrial strength is the base of our military strength under 
modern conditions of warfare and that petroleum, gas, coal, coke, and electric 
power—our energy resources—are vital components of our industrial strength: 

Third, that Congress, in extending recently the Defense Production Act, 
recognized the continued need for certain functions of Government in assuring 
adequate industrial strength; and 

Fourth, that the President’s budget request, pertaining to energy resource 
responsibilities assigned to Interior by the President and the Director of ODM, 
represents the minimum which Secretary McKay and I believe to be essential to 
the effective earrying out of these responsibilities. 

We must not endanger our national security by failing to perform these re- 
sponsibilities effectively. Secretary McKay has asked me, therefore, to request 
the appropriation of the $725,000 originally requested by the President and the 
elimination of any restrictions on the allotment of these funds within the area 
of Interior’s defense responsibilities. 

Mr. Tupor. I am representing the Department of the Interior with 
reference to the appropriations for the defense production activities 
which are delegated to the Secretary of the Interior. I have prepared 
this statement which I will leave with you. In addition to that, I 
would like to briefly summarize the matter. 


DEPARTMENT RESPONSIBILITIES 


If I may, I would like to point out the fields the Secretary of the 
Interior is by order responsible for in this defense activity, what we 
did last year in the way of spending money and personnel, what we 
think is a minimum necessary during the current fiscal year to accom- 
plish the responsibilities that have been delegated to us, what the 
effect will be if the House action on this appropriation stands, and 
what these agencies do within the Department of the Interior. 

Last year the Congress appropriated $3,100,000 to the Department 
of the Interior for these functions and we spent only $2,885,000, 
saving $215,000. We feel that the minimum on which we can operate 
is $725,000. 

Senator Corpon. That is a sizable reduction from last year. 

Mr. Tupor. It is about a quarter of what we had last year. 

In the Office of the Secretary we would reduce our expenditures to 
about one-third of last vear. 

Defense Solid Fuels Administration—that would be about one-fifth 
of what we had last year. 

The Defense Electric Power Administration would be about one- 
thirtieth. 

The Defense Fisheries Administration we would eliminate. 

The Petroleum Administration for Defense would be about one- 
third. 

Senator Corpon. I hope your statement elaborates on item No. 5, 
Petroleum Administration for Defense. 

Mr. Tupor. It does, sir. 

Senator Corpon. I cannot understand why we need to spend a 
half million dollars in that particular field. 

Mr. Tupor. I will elaborate a bit on that. I have a man here 
who is far better qualified than I to give you further details and a 
prepared statement. 
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PERSONNEL 


I would like to point out that last year on July 1, 1952, these 
several administrations in Interior had a staff of 521 employees and 
101 people supplied to us by industry without compensation. 

We would like to have this year 95 classified employees on our staff. 
Industry is now supplying 19 employees, but we will have 22 employees 
in all, serving without compensation on loan from the petroleum 
industry. There are none in that category from the solid fuels 
on electric power industries. Defense Fisheries Administration, we 
feel, should be eliminated. 

If the House action is sustained, we will have no defense funds 
in the Office of the Secretary. We will have no funds in the Defense 
Solid Fuels Administration. We will have no funds in Defense 
Electric Power, and we will be reduced by $85,000, leaving a half 
million dollars for the Petroleum Administration for Defense. 


HOUSE ALLOWANCE 


Senator Macnuson. What did the House give you? 

Mr. Tupor. They gave us a total of $500,000 and we are asking for 

$725,000. 

Senator Magnuson. A restoration of approximately how much? 

Mr. Tupor. $225,000. 

Furthermore, we would like to have eliminated the specific limitation 
placed upon us by the House that these funds be used only by the 
Petroleum Administration for Defense. As it is now, we would have 
funds only for that one activity. 

Senator Corpon. Mr. Secretary, will you also address yourself 
to this item in the Office of the Secretary of $55,000? It seems to be 
a pretty sizable amount for nothing but top level administration of a 
$725,000 program. 

Mr. Tuvor. Yes, sir. For that purpose we will have eight people. 

Senator Magnuson. This is for petroleum? 

Senator Corvon. This is for the whole thing. 

Mr. Tupor. What we want is $55,000 in our own office, Secretary 
and Under Secretary, for the general administration of this work. 

Senator Maanuson. But it is mainly 95 percent for petroleum? 

Mr. Tupvor. I would not say 95 percent, but a high proportion of 
it; 75 percent or something of that sort. The principal item is 
petroleum. We would have 3 men on our technical review staff and 
1 attorney in the Solicitor’s office, who would not be confined to work 
with us but also do legal work for Solid Fuels, and Electric Power. 

We would have 1 fiscal clerk, included in the 8 people for the year, 
to keep track of the fiscal matters. 

Does that answer your question? 

Senator Corvon. It still is not clear. 

Senator Magnuson. We know who they are. 

Mr. Tvupor. In the work we have to do, the Secretary is one of the 
members of the Defense Mobilization Board which meets weekly. 
In anticipation of those meetings we have to review the staff papers 
that are prepared for us. In fact, we do assist in preparing those staff 
papers—not these people—but the Department, through its technical 
personnel, assists the Office of Defense Mobilization in preparing those 
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papers, along with other departments. When they come back to us, 
we must review them. The Secretary must be pretty thoroughly 
informed. This staff does that. 

We have used this staff to prepare this memorandum for the hear- 
ing before this committee today. We have other committee hearings 
and other boards. There are some continuing boards as between 
several of the departments which members of this staff sit on. 

The Defense Solid Fuels Administration, and all of these administra- 
tions, have several running responsibilities 


SOLID FUELS PROBLEM 


Senator Corpon, As to the Defense Solid Fuels Administration, | 
understand there are 120,000 coal miners out of jobs now because there 
is not a market for the coal. That being the case, and seemingly we 
have an oversupply of coal and an undersupply of demand, is it your 
idea that this Administration is either going to cut down on the supply 
or increase the demand? 

Mr. Tupor. We have two particular problems on solid fuels. One 
is the matter of coking ovens which are in short supply in the country 
today. We do not have enough coking ovens of a modern type to 
keep up with the expansion in the steel industry. The industry is 
running a lot that are obsolete 

Senator Corpon. Why have you not done something about it? 

Mr. Tuvor. We have done something and there is still more to 
be done 

In the production of coal, in the eastern fields we have adequate 
supplies of coal but we are short in Alaska. We are trying to get 
that straightened out, particularly because of the big expansion in 
military facilities in Alaska. So we have those two particular prob- 
lems. 

Senator MaGni 

Mr. Tvupor. That is part of the responsibility. 

Senator Maanuson. What do you do? You come to a conclusion. 
That takes some heip and work. You say you are short. What ean 
the Denartment of the Interior do about that? 

Mr. Tupor. It is something like the thing we do in electric power. 
There is a determination that there is a shortage of capacity in that 
industry. 

Senator Magnuson. You could write that i one sentence. How 
do you work on it? 

Mr. Tupor. We have to assist the industry in overcoming that 
shortage Such assistance may take the form of help in securing 
materials in some instances. It may also take the form of recom- 
mending issuance of a certificate under the tax amortization pre- 
cram. We have to pass on those that come in. We must also con- 
sider applications for defense loans. Either or both of these may 
come in to us 

Senator Maanuson. You become a pleader and an advocate to other 
departments for people who want to expand the coking ovens? 

Mr. Tupor. We may or may not support an application for ex- 
pansion. 

Senator Corvon. However, the Senator is exactly right with 
respect to the purpose of the law. These agencies were set up a6 


son. What can vou do about coking ovens? 
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claimant agencies to make claims before the appropriate supplying 
agency of Government for the necessary material to carry on what 
they found was something that advanced the defense purposes. 

Senator Magnuson. Then | do not see now what goes into a 
coking oven that you could help them get that they could not get 
themselves. 

Mr. Tupor. That is correct, sir. We have very little to do with 
the getting of the material on an allocation basis. The only material 
really critical now is nickel steel. I think they use some of that. 


ELECTRIC POWER 


Senator MaGnuson. What about power? What can you do to 
help the power situation? 

Mr. Tupor. That is under Defense Electric Power. Do vou want 
to jump from Solid Fuels? 

Senator Maenuson. They are all the same. 

Mr. Tupor. In Electric Power, again we go over these reques‘s 
for tax amortization and for loans. They are reviewed by our 
organization. Also, we keep very close tab on progress in meeting 
the expansion goal that has been set by the Office of Defense Mobili 
zation. We watch the order boards in the General Electric, Westing 
house, and so forth, to see if they are getting behind, 

Senator Macnuson. I do not see what you can do about tax 
amortization. Supposing a power company is going to help do this 
thing and it is obvious we are short of power. ‘They want to go 


ahead and generate some more power. What can the Department 
do about it? 

Mr. Tupor. I am not going to try to answer that specifical! 
because [ am not too familiar with it. 

enator Maanuson. I can appreciate we all like that help it do 
508 lo any harm, but what do you do, specifically? 

Senator Corpon. Is it not a fact there that if any private agency 
feels it should expand its productive cap: ue itv-—that is, it must put in 
a capital investinent in additional capital goods, and it desires to get 
the benefit of the provision of the law for accelerated ee it 
must come to the defense electric power staff, which must first deter- 
mine that in that particular area there is such a shortage to make it 
dangerous from the national-defense standpoint, not civilian necessity, 
but from the national-defense standpoint? 

If it makes thet finding, if it determines that the particular ad oo a 
reques rig is proper so far as overall cost and supply and time in bri 
ing it in, then it makes a recommendation with respect to those aks 
ters. T hat recommendation has a ver ‘vy definite bearing upon whether 
there will be an accelerated amortization permission granted, 

Senator Magnuson. You make a recommendation to whom? You 
cannot determine that? 

Mr. Tupor. We do not approve it. We make recommendations to 
the people we are working for. 

Senator Magnuson. I am trying to get the procedure. You make 
only recommendations to them? 

Mr. Tupvor. That is right. It must be within the law. 

Senator MaGnuson. In other words, what you do on power, you 
are helping the fellow who wants to increase his productive capacity, 
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You are helping his case in front of the certifying agency for tax 
benefits or tax amortization? 

Mr. Tupor. That is correct. 

Senator Maanuson. Then you also used to, not so much now, if 
that was decided, help them on the question of getting material? 

Mr. Tupor, That is correct. 

Senator Magnuson. That is gradually dropping off. That is the 
reason for your big reductions over last year’s budget? 

Mr. Tupor. That is right. 

Senator Macnuson. That is gradually disappearing? 


PLANTS FOR AEC AND DEFENSE PROGRAM 


Mr. Tupor. Yes. One of our problems in the defense electric- 
power program is 50 plants that are necessary for the AEC program. 
They are costing $1 billion and will produce 8 million kilowatts of 
energy. ‘Those are the particular ones we are concerned with to see 
that they come into production on time. 

Senator Maanuson. So, in effect, your support of the agency and 
the helper'of these people to do what you think should be done to 
get us in better supply of power or solid fuels. 

Mr. Tupor. To accomplish the ends that the Defense Mobilization 
Board has as objectives. 

Senator Magnuson. Your work is gradually disappearing? 

Mr. Tupor. Yes. We are asking for only $25,000 for Defense 
Electric Power for this year. We closed out the Defense Electric 
Power Administration and have put that operation under one of the 
Assistant Secretaries. 

On Solid Fuels and Petroleum we have the administrations in 
operation. 

Senator Magnuson. Your big problem left of this diminishing 
activity is the petroleum? 

Mr. Tupor. Yes, and as to the particular problems there, I am 
going to ask another witness to testify. 

Senator Magnuson. I just wanted to find out how this operates. 

Mr. Tupor. The big problem there is aviation gasoline, which is a 
tough one. We have domestic problems and we are also interested in 
the whole international situation. 


PETROLEUM ADMINISTRATION LOAN OF PERSONNEL 


The petroleum industry will be asked to furnish 22 high-caliber men. 
Their payroll, which comes free, would be about $241,800. 

Senator Maanuson. How are they selected, by the Petroleum 
Institute? 

Mr. Tupor. They are selected by the Petroleum Administration 
for Defense. I would like to commend the industry because those 
people are high class. 

We do think the $725,000 should be reinstated and the restriction 
on spending this money ‘should be eliminated. 

Senater Magnuson. They serve without pay? 

Mr. Tupor. Without compensation. 

Senator Maanuson. But they are compensated by their own 
company? 
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Mr. Tupor. Yes, sir. 

Senator Maanuson. While they are down here they are loaned to 
you? 
' Senator Corpon. Mr. LaFortune, will it be satisfactory to have 
your statement placed in the record? 

Mr. LaF ortrunn. Yes. 

Senator Corpon. That will be done. 

(The statement referred to follows:) 


SraTEMENT or J. A. LAFortune, Depury ADMINISTRATOR, PeTROLEUM ADMIN- 
ISTRATION FOR DEFENSE, ON THE BupGcetr Estimates FOR THE PETROLEUM 
ADMINISTRATION FOR DEFENSE 


There has been submitted to the committee a budget request of $585,000 to 
continue the Petroleum Administration for Defense through the fiscal year 1954. 
his budget estimate sets out in detail the justification for the agency and for 
each of its offices and divisions. At the time this estimate was prepared, Mr. J. 
id Warren was Deputy Administrator and served in this capacity until July 1, 
1953, at which time, he returned to his private business. On July 1, I succeeded 
Mr. Warren as Deputy Administrator of the Petroleum Administration for 
Defense. 

The PAD budget estimate has been reviewed and it has been determined that 
the full $585,000 requested is the best estimate that can be made today to take 
care of the workload on petroleum and gas mobilization. 

The Petroleum Administration for Defense was established on October 3, 1950, 
to administer all defense-mobilization responsibilities with respect to petroleum 
and gas under the Defense Production Act. ‘lhese responsibilities are assigned to 
the Secretary of the Interior by Executive orders and delegations. Secrevary 
McKay is tbe Petroleum A‘ministrator for Defense, and I, as Deputy Adminis- 
trator, am responsible itor the operations of the Petroleum Administration for 
Defense. In addition, the Petroleum Administration for Defense has been 
assigned mest of the responsibilities of the Oil and Gas Division of the Depart- 
ment of the Interior and provides expert counsel, advice, and information on 
petroleum and gas as related to national security and defense. 

The Petroleu 1 Administration for Defense has developed a highly skilled and 
specialized staff of petroleum and gas experts. This staf together with the neces- 
sary administrative and secretarial assistance totals 98 positions, which includes 
76 positions on regular Government salaries and 22 executive and technical 
personnel on loan from the oil and gas industries who serve without compensa- 
tion. Although the services of these 22 experts could not be obtained at Govern- 
ment salaries, the equivalent Government salaries for the positions they occupy 
would total $241,800 a vear. 

My predecessors, Messrs. Bruce K. Brown and J. Ed Warren made it a policy 
to maintain only the minimum staff necessary to meet the defense responsibilities 
of the agency. ‘They curtailed operations and reduced the staff as rapidly as 
mobilization conditions permitted. I consider this sound business management 
and I will follow the same policy. The agency’s staff reached its maximum of 
342 employees in March 1952, and by March of 1953 was reduced to 242 employees. 
It has since been reduced to the budget request level. 

The principal problems facing the Petroleum Administration are: 

(1) Coletian the military in procuring its requirements for petroleum and gas. 
The outstanding continuing problem in meeting current military requirements 
is aviation gasoline. This fuel remains in very short supply and this will continue 
to be the case for some time in spite of the effort to encourage the expansion of 
specialized facilities. By its expert knowledge of complicated problems of 
aviation gasoline manufacture a detailed knowledge of this Nation’s facilities 
to produce aviation gasoline, the Petroleum Administration for Defense is able 
to-bring together the marginal incremental parts of potential production that 
otherwise would not be brought together. This represents about 25 percent of 
today’s total production of aviation gasoline. The Petroleum Administration 
has found it necessary to continue in effect and to administer PAD Orders Nos, 
3 and 4, both of which increase the production of aviation gasoline. Aviation 
gasoline is one example of the type of assistance that the Petroleum Administra- 
tion gives the military from time to time in their procurement of specialized 
petroleum products. 
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(2) Advising the military procurement agencies on whether the prices for avia- 
tion gasoline are reasonable. Much of the increased production can be obtained 
only at higher than normal cost principally because of the increase in cost of handling 
and in transportation. It is impossible to determine the difference in cost to 
Government between securing this gasoline through the Petroleurn Administra- 
tion’s efforts and through the simple normal expedient of increased price, but | 
assure vou that this would be a large sum of money. 

(3) Making continuous studies of ever-changing supply and demand for petro 
leum and gas both in the United States and abroad. These studies involve de 
tailed information on all phases of operations: production, transportation, refining, 
distribution, and storage. These studies must be continuously reviewed to take 
into account ever-changing conditions. These studies are used to determine 
whether there will be problems in military procurement and how severe these 
problems may be. They are also invaluable as a basis for determining what facil- 
ities are required for future supply and what problems will face the Nation in 
regard to petroleum and gas 

(4) Preparing the petroleum wartime studies, including recommendations, for 
the National Security Council, which it uses in determining the ability of thi 
Nation to effectively wage an all-out war. It is significant that two-thirds of all 
tonnage shipped overseas in World War II was petroleum. This is also true for 
Korea 
(5) Determining the expansion of petroleum and gas facilities required for 
the security of this Nation using these studies as a basis. These are called ex- 
pansion goals 

(6) Encouraging the petroleum and gas industries to expand existing facilities 
and to install new facilities, using private capital, to meet these expansion goals 
The Nation’s ability to produce aviation gasoline is still deficient and the Petro- 
leum Administration for Defense, in cooperation with the Department of Defense, 
is actively encouraging the construction of additional specialized aviation gasoline 
facilities, principally alkylation units 

(7) Encouraging expansion of facilities by using two incentives under the defense 
mobilization program provided by the Congress: rapid tax amortization and 
defense loans. PAT analyzes all applications on petroleum and gas facilities 
for the Office of Defense Mobilization and makes recommendations thereon to 
ODM. This work is continuing unabated. There has been only limited use 
of the loan incentive for petroleum and gas facilities, principally for military 
petroleum storage. Many applications to amend or extend tax amortization 
certificates are received, After a facility is completed determinations have to 
be made as to whether the facility as constructed comes within the limits of the 
certificate as issued by Government. 

(8) Assisting manufacturers producing military end items in securing petroleum 
and gas for such production. Through PAD’s expert knowledge of potential 
suppliers and excellent relations with the petroleum and gas industries, the supply 
can usually be obtained on a voluntary basis. 

(9) Advising the military as to the effect. on the present and wartime availability 
of proposed changes in specifications of petroleum products used by the military. 
This assists the military in determining the type and numbers of petroleum 
consuming equipment which they can plan for. 

(10) Granting, under the defense materials system, allotments of stainless steel 
to individual petroleum and gas operators through the third quarter of this vear. 
Additional appropriate materials assistance is given petroleum and gas operators 
to enable them to supply products to the military. 

(11) Discharging most of the peacetime responsibilities of the Oil and Gas 
Division of the Department of the Interior, which were assigned to PAD in 
order to centralize petroleum ard gas activities and thereby to reduce to a mini- 
mum total Government ecst and eliminate Cuplication of effort. 

12) Participating in the North Atlantic Treaty Organization by PAD execu- 
tives occupying key positions in the NATO petroleum planning work and by 
supplying much of the basic petro'eum irformation used by NATO. 

13) Furnishing advice and consultation on petroleum and gas matters to 
Government, including the Congress, Office of Defense Mobilization, the Depart- 
ments of State, Defense, Commerce, Agriculture, the Mutual Security Agency, 
and the Defense Trensport Administ: ation. 

(14) Serving as the liaison with State oil and gas regulatory bodies and with 
the Interstate Oil Compact. Cr mmission. 

(15) Maintsining lisison with the petro'e um end gas industries through industry 
advisory bodies: the National Petro’eum Council, the Gas Industry Advisory 
Council, the Foreign Petroleum Supply Committee, special technical committees, 
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special consultants and industry contacts. This liaison provides expert assistance 
and advice to the Petroleum Administration and through it to the military and 
other Government agencies. The advice of several hundred experts are thus 
brought to bear on major problems at no cost to Government. 

The foregoing list indicates the large and diversified responsibilities still imposed 
upon the Petroleum Administration for Defense. Because of the importance of 
these matters to national security and defense, it is essential that PAD have the 
funds and the staff necessary to effectively discharge these responsibilities. The 
budget request of $585,000 is considered the minimum for this purpose. Therefore, 
I respectfully urge that this committee authorize the full amount requested. 

Mr. LaForrune. I have prepared a digest which I would like to 
deliver. 

PETROLEUM ADMINISTRATION RESPONSIBILITIES 


The Petroleum Administration for Defense is responsible for all 
defense mobilization responsibilities with respect to petroleum and gas 
under the Defense Production Act. Secretary of the Interior McKay 
is the Petroleum Administrator for Defense and I, as Deputy Admin- 
istrator, am responsible for the operations of PAD. 

The Petroleum Administration for Defense has a highly skilled staff 
of petroleum and gas experts with necessary administra.ive and 
secretarial personnel. The proposed staff of 98 positions includes 76 
positions on Government salaries and 22 executive and technical per- 
sonnel on loan from the oil and gas industries who serve without com- 
pensation—equivalent Government salaries for positions occupied by 
these 22 would total $241,800. 

I will follow the sound business management of my predecessors of 
curtailing operations and reducing staff as rapidly as mobilization 
conditions permit. This resulted in reduction of staff from the maxi- 
mum of 342 employees in March 1952 to 242 by March 1953 and to 
budget request levels by July 1, 1953. 


ASSISTING MILITARY IN PROCUREMENT OF AVIATION GAS 


The principal problems facing PAD are (1) assisting the military in 
procuring petroleum and gas, particularly aviation easoline; (2) ad- 
vising the military procurement agencies whether aviation gasoline 
prices are reasonable 

Senator Corpvon. Why do they need assistance? 

Mr. LaForrune. I would like to have Mr. Jackson answer your 
question. 

Mr. Jackson. By “gas” are you talking about natural gas? 

Mr. LaForrune. Aviation gas. 

Mr. JACKSON, Aviation gasoline—do you want me to talk about 
that or gas? 

Senator Corvon. I want to know why the De fense Department 
needs any assistance from you in getting gasoline. 

Mr. Jackson. There is not enought capacity for manufacturing 
aviation gasoline to supply the civilian and military demands. The 
function that the Petroleum Administration for Defense plays in that 
picture is this: In order to get sufficient quantities of aviation gasoline, 
it is necessary that all of the components that are available to go into 
aviation gasoline go into it. 

In orde! 4r to insure that would be a fact, there was established what 
is known as PAD Order 3. That is a regulation which directs that 
all components of aviation gasoline go into it. 

Senator Corpon. You have done that. You got the order out? 
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TETRAETHYL LEAD 


Mr. LaForrvune. There is also an order known as PAD Order 4 
which directs that all aviation gasoline shall contain not less than a 
minimum amount of tetraethyl lead. With the PAD knov ledge of 
the refining industry, it is necessary to go to refiner A, for cx.mple, 
and say, “We would like for you to send your butylenes over to 
refiner B. These butylenes are processed in refinery B through what 
is known as an alkylation plant to produce alkylate which is a basic 
component of aviation gasoline. 

Perhaps that alkylate will be directed to another refinery for blend- 
ing with selected base stocks. 

Senator C ORDON. You are sort of a clearinghouse then for the 
several processes? 

Mr. LaForruns. We are literally an agent which knows where the 
components are, and we can go get them, put them in the proper 
spot, and get the finished products to the Military in the required 
quantity. 

Senator Magnuson. The military calls for bids on aviation gaso- 
line, so many hundreds of thousands of gallons. So Mr. Standard 
Oil says, ‘Oh, bids,” and he contracts to supply. That is a trans- 
action and he supplies it. 

Why cannot Standard Oil do that or Shell or General Petroleum? 

Mr. LaForrune. If 2 or 3 oil companies got together and agreed 
on the movement of products and the prices involved, I do not believe 
that would be in order, would it? 

Senator Corpon. You do step in there and order a kind of effort 
that would otherwise be possibly in violation of the Sherman Antitrust 
Act? 

Mr. LaForrune. Here is what is required in our agency. We are 
called upon to recommend to the Armed Services Petroleum Purchas- 
ing Agency what is a fair and a reasonable price for that aviation 
gasoline which is produced when components must be moved from one 
place to another. That gasoline could not be secured by going out in 
the open market. 


EFFECT OF ABOLISHMENT OF PAD 


Senator Maanuson. Supposing you go out of business. What will 
we do? Do you mean the producers of aviation gasoline would not 
have it available? 

Mr. LaForrune. If PAD went out of business, there would not be 
sufficient avgas available for civilian and military needs. 

Senator Magnuson. The private oil industry would not rise to that 
occasion and have it available? 

Mr. LaForrung. There would not be an instrumentality for getting 
these components together. 

Senator Magnuson. Then yours is a permanent situation? 

Mr. LaForrune. No; it is not, for the reason that there is addi- 
tional alkylation capacity being built. As soon as that additional 
capacity, which has been encouraged by the Petroleum Administra- 
tion for Defense, is in operation and there is sufficient capacity avail- 
able, the price in the open market will bring out the product, and there 


will be no longer need for these orders and for the efforts to put out 
by PAD. 
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Senator Maenuson. These fellows paid by companies are helping 
to get that done, too? 

Mr. LaForrunn. That is correct. 

This saves the country and our Government millions and millions 
of dollars every year we are operating. 

Senator Maanuson. I do not question that. 


NATIONAL PETROLEUM COUNCIL 


Senator Corvon. Do you have the National Petroleum Council? 

Mr. LaForrunr. Yes. 

Senator Corpon. It can be only advisory and it cannot step into 
this sort of work without having Mr. Brownell breathing up its neck? 

Mr. LaForrune. That is correct. 

Senator Maenuson. When you go out of business they are all in 
trouble? 

Mr. LaForruns. We will not go out of business as long as our 
Government needs us. We are here because our Government needs 
us. That is why I am here. 

Senator Corpon. I recall, Senator Magnuson, in 1947 and 1948, 
along in there, the Interior Department was before this committee 
requesting that the Oil and Gas Division of the Petroleum Division 
of the Department continue, and I think Mr. Max W. Ball was 
Director—they made substantially this case in a time when there 
was not any emergency and predicated it substantially upon the 
position you have taken, that there is a continuing need in this field 
in order that there may be a transfer between producers of the con- 
stituent parts of high-octane gas. 

It is a transfer they would be in a bad ne in if they went ahead 
and tried to do it themselves; whereas, the Government ordering it 
done, they can carry it out. 

Senator Macnuson. I think that is true. How long does this go on? 

Mr. LaForruns. I can give this angle which may help you. 

Senator MaGnuson. You are diminishing a lot of these things? 

Mr. Jackson. That is correct. 

Senator MaGcnuson. It seems to me that as long as you continue in 
operation there is not too much incentive for the oil industry, or at 
least it hampers the incentive to go ahead and get themselves in shape 
where the Government could buy on the open market. 

Mr. Jackson. That is not the case. When the Defense Production 
Act was passed and PAD came into being, there was a comparatively 
small amount of alkylation capacity in this country. As a result of 
encouragement by means of accelerated tax amortization and the 
so-called facilities contract which we have, industry has greatly 
increased that alkylation capacity. 

Senator Magnuson. Is it continuing? 

Mr. Jackson. It is continuing. 

Senator Magnuson. Can we look toward the time when they will 
get into shape where the Defense Department can place an order and 
get it? 

Mr. Jackson. Definitely. 

Mr. LaFortrung. That is the point I was bringing out. 

Senator Magnuson. You would not want to think of yourself, 
nor you, as a permanent gperation to aid the oil industry to get 
something done that the Defense Department needs? 
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Mr. LaForruner. That is right; our aim here is to finish up as 
rapidly as possible. F 

Senator MaGnuson. Then everybody else would come in and want i 
the Government to be their advocate and agent. 

Mr. Jackson. These plants are being built and are coming into 
operation every month of the year. There will be a time when the 
productive capacity will be equal to the demand. 

Senator Magnuson. Of so-called aviation gasoline? 

Mr. Jackson. That is right. 

Senator Magnuson. There is no problem on the others? 

Mr. Jackson. Not at present. 





NATURAL GAS 


Senator Magnuson. What are you doing in natural gas? That is 
not part of your function. 

Mr. Jackson. Very little of our work now is connected with that. 

Mr. LaForrune. There is no emergency there. 

Senator Magnuson. Do you intervene m pipeline applications? 

Mr. LaFortrunr. We have nothing to do with that. 

Senator Macnuson. It would have something to do with the ques- 
tion of the overall volume of gas supply. 

You are concerned with the fact that not only would there be insuffi- 
cient pipelines, so there would be adequate supplies in different areas 
where it is needed for defense purposes. If there should be a shortage 
in an area for defense purposes and there was application for pipe- 
lines, you probably would not directly appear but you would surely 
have an interest in getting gas in there? 

Mr. LaFortune. That is right. 

Mr. Tupor. Our interest would be more in getting the materials 
for the pipelines and getting the lines constructed after they are 
granted and reviewing any tax amortization or loans that might be 
based upon the Defense Production Act. 

Senator Magnuson. But that is a minor part of this whole business. 

Mr. LaForruner. We have little of that right now. 

Senator MaGnuson. You want $200,000 more than the House 
gave you? 

Mr. Tupvor. We want $225,000 more than the House granted. 
We want $85,000 in Petroleum, $25,000 on Defense Electric Power, 
$60,000 on Defense Solid Fuels, and $55,000 for the Office of the 
Secretary. 

I would like to make it clear that we do not procure the end product. 

We do not procure aviation gasoline for the military. We are simply 
interested in seeing to it that there are facilities that would produce 
adequate quantities of aviation gasoline. 

Senator Magnuson. They call for bids? 

Mr. Tupor. The military do their own purchasing. 





REVIEW OF BIDS 


Senator Macnuson. Do they bring over their bids and you take a 
review of the prices? 
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Mr. Jackson. We do not review any of the bids except those which 
the Armed Services Petroleum Purchasing Agency asks us to review. 
A bid will be submitted to them and they come to the Petroleum 
Administration for Defense and say, ‘“‘Will you examine the compo- 
nents of this cost figure and let us know if in your opinion it is a fair 
and reasonable figure’ ?” We are a recommending agency only in that 
respect. 

Senator Maanuson. In those cases they come to you for so-called 
expert advice? 

Mr. Jackson. That is correct. 


PRINCIPAL PROBLEMS FACING PAD 


Mr. LaForrune. Continuing my summary, the principal problems 
facing PAD are: (3) Making continuous studies of supply and demand 
for petroleum and gas; (4) preparing petroleum wartime studies for 
the National Security Council; (5) determining required expansion of 
petroleum and gas facilities; (6) encouraging the expansion of petro- 
leum and gas fac ilities, particularly aviation gasoline; (7) preparing 
recommendations to ODM on requests for accelerated tax amortiza- 
tion and defense loans; (8) assisting manufacturers, producing mili- 
tary end items, in securing petroleum and gas; (9) advising the military 
on effect of specifications on the availability of petroleum products; 
(10) granting stainless-steel allotments in third quarter to individual 
operators, and aaa t materials assistance to petroleum operators 
supplying the military; (11) discharging most of peacetime functions 
of Interior’s Oil and Gas Divi ision ; (12 2) participating in NATO petro- 
leum activ ities: (13) furnishing ‘advic e on petroleum and gas to 
Government, including Congress; (14) serving as liaison with, State 
oil and gas regulatory bodies; and (15) maintaining liaison with the 
petroleum and gas industries, thus bringing to bear the advice of 
several hundred experts on problems at no cost to the Government. 

It is essential that PAD have the funds and staff necessary to effec- 
tively discharge its large and diversified responsibilities of importance 
to national security and defense. The budget request of $585,000 is 
minimum for this purpose. 

I would like to include also the past expenditures. In 1951 we spent 
$985,120. In 1952 we spent $2,331,225. In 1953, an estimated 
$1,619,125. In 1954 our request is for $585,000. 

Senator Corpon. I congratulate you on going downhill. 

Senator Maanuson. I do not think that is any accomplishment. 
Their functions are disappearing. I do not see that that comparison 
means anything. 

Mr. LaForrune. When you accomplish your objective, I do think 
you deserve some reward for cutting down as we have. 

Senator Maanuson. I am for it, but I do not see the comparison of 
costs when your functions are diminishing. 

Senator Corpon. That finishes Petroleum. Now we have Defense 
Solid Fuels Administration. 

Mr. Hahman will be the next witness. 
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DerensE Souip Fvets ADMINISTRATION 
STATEMENT OF WILLIAM F. HAHMAN, ACTING ADMINISTRATOR 


PREPARED STATEMENT 


Senator Corpvon. Mr. Hahman, your statement will be made part 
of the record. 
(The statement referred to follows:) 


STATEMENT OF WiLuiAM F. HanMAN, AcTING ADMINISTRATOR OF THE DEFENSE 
Souip Fueits ADMINISTRATION 


In its recent action on the appropriations bill for defense production activities 
of the Department of the Interior the House of Representatives failed to recom- 
mend any funds for the important continuing functions necessary to assure mobili- 
zation readiness of the coal and coke industries. In view of the serious impact 
upon the overall defense mobilization program of an abrupt halt in these vital 
activities, I wish to make an urgent request to this committee for the restoration 
of the $60,000 required to carry out the minimum continuing programs of the 
Defense Solid Fuels Administration in fiscal year 1954 

It is my considered opinion, after a careful review of the consequences of the 
action of the House that unless the required funds are restored, the attair ment of 
crucial defense expansion goals will be imperiled by the disruption of uncompleted 
programs and a key sector of our industrial mobilization base will be placed in 
jeopardy. 

Let me describe the situation for you as concretely as possible in terms of two 
essential and uncompleted programs of the Defense Solid Fuels Administration. 

Under the authority provided by the Defense Production Act, as recently 
amended and extended by Congress, the DSFA is responsible for assuring that 
the Nation’s defense requirements for coke are met. The Office of Defense Mobil- 
ization has approved an expansion goal of 85,800,000 tons for byproduct coke 
capacity, which constitutes an increase of 11,800,000 tons over the capacity at 
the start of the defense buildup. In other words, according to the best judgment 
of our top defense officials, a substantial buildup in our coke capacity is necessary 
if the Nation is to be adequately prepared to meet the threat posed by Communist 
imperialism. 

Just as it is evident that steel capacity is the backbone of the entire defense 
mobilization effort, it is equally clear that our capacity to produce steel is directly 
dependent upon our supply of coke, since steel cannot be produced without coke. 
A shortage of coke would immediately limit our output of steel. 

What, therefore, is our current position with respect to attainment of the 
essential expansion goal which has been established by the Office of Defense 
Mobilization for byproduct coke capacity? According to the best estimates now 
available, byproduct coke capacity on January 1, 1954, will be about 79,500,000 
tons—or about 6,300,000 tons short of the capacity required. 

We do not believe that the required capacity can be reached—even if the 
vigorous building program of the coke industry continues to be pressed—before 
the new target date of January 1, 1955. If the essential programs of the Defense 
Solid Fuels Administration which provide financial incentives to the coke industry 
to expand, as authorized by the Defense Productionn Act and the Internal Revenue 
Act, are halted or disrupted, the necessary expansion of coke capacity would be 
directly threatened. Under present circumstances, it is clear that only by the 
careful and selective use of financial incentives can the needed capacity be provided 
where and when needed. It is also clear that the small continuing staff in the 
DSFA, who have both direct and current experience with the problems involved, 
can carry out these functions most efficiently and most economically. 

The second urgent task remaining to be completed in the solid-fuels area is 
the expansion of coal output in the Territory of Alaska. Coal production in the 
Territory must be expanded substantially to meet the rapidly growing military 
requirements, principally for heating and power generation at airbases. The 
importance of this problem was underlined this month by the Secretary of the 
Interior when he appointed former DSFA Administrator Charles W. Connor to 
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make a special survey of the fuel situation in Alaska. Mr. Connor and his 
survey team are now in Alaska and preliminary reports they have received indicate 
that the situation may be more serious than previously realized. 

Assuring the needed coal expansion in Alaska will demand the continued use 
of financial incentives. Some ‘‘spot’’ priority assistance to assure delivery of 
needed materials and equipment may also be required. If continued careful and 
prompt attention is not given to this problem, coal production may fail to reach 
the required levels and critical shortages may develop. I submit, gentlemen, 
that we cannot permit this to happen through failure to carry out the necessary 
activities authorized under the Defense Production Act. 

By utilizing the skilled and experienced personne! available, it is believed that 
the DSFA’s responsibilities for expanding coke capacity and coal production in 
the Territory of Alaska can be carried out by a small staff. The funds requested 
do not cover any staff services that can be supplied by other personnel in the 
Department of the Interior. The budget request for fiscal year 1954 also makes 
no provision for emergency developments. It assumes that international ten- 
sions will not increase, material supplies will be generally adequate, and that 
the coal supply will not be interrupted by an extended work stoppage. 

The DSFA request for funds is, therefore, a minimum request. It reflects my 
firm belief that a Government agency should be operated on the same sound 
basis that a prudent man would operate his business. In keeping with this 
conviction, the DSFA staff has been steadily reduced as the workload has 
declined. During the fiscal year 1953, four reductions in force were carried out. 
Congress approved an appropriation of $333,250 for DSFA for fiscal year 1953. 
The $60,000 requested for fiscal year 1954 constitutes a reduction in this amount 
of about 82 percent. 

The DSFA request for the fiscal year 1954 is, we earnestly believe, a rock- 
bottom estimate of the funds necessary to carry out the vital functions assuring 
mobilization readiness of the solid fuels industry which have been authorized 
by Congress in extending title I and title II] of the Defense Production Act of 
1950, as amended. We earnestly request that this committee restore the $60,000 
which is urgently needed to carry out the critically important programs remaining 
to be completed. 

PROBLEMS 


Mr. Hanuman. I know you are familiar with the functions of the 
Defense Solid Fuels Administration. We have two real problems 
ahead of us. One is the construction of additional coke-making 
capacity to implement the steel program. ‘The other is coal produc- 
tion in Alaska. The problem with coke-oven construction remains, as 
it has been in the past, the limitation of the number of ovens that can 
be built each year. They can build about 1,300. We have just so 
much material. 

When old ovens consume part of that material, we can build fewer 
new ovens. We are still behind. We have a lot of work ahead of 
us. The indicated workload so far this year is heavier than in the 
previous year. 

Senator Corvon. Thank you very much. 

Is there anything else? 

Mr. Tupor. Starting about 3 months ago, we have reduced these 
defense administration forces in the Department to what I think is the 
minimum to carry on the defense functions we have left. We do not 
have any carryovers for terminal-leave pay. 

Senator Corpon. That is fine. Again I congratulate you. 
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Trust TERRITORIES 


STATEMENTS OF WILLIAM C. STRAND, DIRECTOR, OFFICE OF 
TERRITORIES, DEPARTMENT OF THE INTERIOR AND, FRANK E. 
MIDKIFF, HIGH COMMISSIONER OF THE TRUST TERRITORY OF 
THE PACIFIC ISLANDS 


PREPARED STATEMENT 


Senator Corpon. The next item is with respect to a supplement 
request for the trust territories. I present a statement from William 
C. Strand to be made a part of the record. I also present a statement 
from Commissioner Frank E. Midkiff of the trust territories. 

Those statements will be made a part of the record. 

(The statements referred to follow:) 


STATEMENT BY FRANK E. Mipkirr, Higu ComMIssIONER OF THE TRUST TERRITORY 
OF THE PACIFIC ISLANDS 


Mr. Chairman, I thank you for the opportunity of appearing before you and 
the honorable members of your committee to present a supplemental budget 
for the Trust Territory of the Pacific Islands. 

The budget for 1954 as revised by President Eisenhower included an estimate 
of $5,925,000 for the Trust Territory of the Pacific Islands. The House elimi- 
nated the entire estimate in passing the Interior Department appropriation bill 
for 1954, due to absence of organic legislation for the trust territory. A proposed 
organic act is now before the Congress. In ease it should not be passed promptly, 
there is Senate Joint Resolution 6 which will provide specific authority to 
appropriate funds. 

The need for the $5,925,000 as presented by the High Commissioner before the 
Senate Subcommittee on, Territorial Appropriations was strongly endorsed by 
Adm. Arthur W. Radford, United States Navy, who had been High Commis- 
sioner and is familiar with the area and its problems, and who understands the 
vital strategie nature of the trust territory. The admiral stated that the budget 
of $5,925,000 in his opinion was inadequate to do the job. It had been costing 
the Navy over $7,700,000 to operate the trust territory before Interior was charged 
with this responsibility. 

The Senate approved’ a total of $4 million for the administration of the trust 
territory in fiscal year 1954. The amount of $4 million, which is 23% percent 
less than the appropriated funds for fiscal year 1953, therefore becomes the maxi- 
mum amount that would be available in the regular appropriation act of the 
Department. The reduction of $1,925,000 has the effect of cutting out $1,250,000 
for permanent construction and of reducing the operating program by $675,000. 

Careful efforts have been made to accommodate the 1954 trust territory program 
to the lower budget of $4 million. With all that we can do, however, this amount 
is found inadequate safely to administer the territorv next year. 

For fiscal year 1954 the staff in the Office of the High Commissioner has been 
reduced drastically. There have been several reductions in force; other employees 
have been sent forward to Guam and Truk to assist in part in carrying on work 
there in place of district personnel that now must be discharged. 

Between March and May 1953, there were 22 reductions in force in the trust 
territory staff. Because of the recent reduction in the budget we are having to 
let 32 others go. Many of these latter are in our public works section. 

We are making serious cuts in our health, education, and economic programs in 
order to stay within the limits of available funds. But without closing hospitals, 
schools, or other essential activities, we would be unable to save the amount 
requested in this supplemental—all of which is for essential purposes. 

In the $5,925,000 budget we had provided for $1,250,000 for permanent con- 
struction. This would have replaced several worn out, war-type, temporary 
structures and pieces of equipment. Without the permanent typhoon-proof 
replacement construction, we shall have to carry on substantial special repairs to 
the extent of $291,000. Such expenditures are necessary in order to prevent 
structures and equipment becoming a total loss which would result in much higher 
expenses later, and serious interruption of administration meanwhile. This 
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$291,000 item is part of our supplemental budget, and details of items are in a 
memorandum submitted to you. It will be noted that this special repair list 
includes only things that will serve in their repaired state for many years, during 
which they will help cut operating costs. Wharf and warehouse repairs are the 
chief items. 

The supplemental budget also will provide $83,000 which it will cost to operate 
our health and diagnostie schooner during its first year. As part of an urgent plan 
to reduce health costs and disease, we have acquired an auxiliary schooner and 
have equipped it as a diagnostic ship to serve the many scattered islands away 
from the district centers. We have in the neighborhood of nearly $100,000 tied 
up in this health schooner now. The vessel has X-ray, laboratory, dental equip- 
ment, ete. It will be manned by medical and navigating personnel. Tuberculosis 
which is spreading and increasing seriously will be diagnosed early and cases 
treated until arrested. This program is designed to prevent seriously mounting 
expenses in the health field. 

Saipan and Tinian of the Marianas group of islands have been transferred to the 
Navy for security reasons. It seems most practical soon also to transfer the other 
very small islands north of Saipan to the Navy for convenience of operation. 
However, it is desired to retain Rota, an island closer to Guam than to Saipan, 
under the High Commissioner’s civilian administration. We believe we can 
administer Rota as economically as can any other agency. This will permit us 
to tie Rota in with our Guam liaison office for supervision and will facilitate use 
by Rota of the convenient Guam market for her vegetables, fruit, and other 
products. It will cost $50,000 (a) to dredge a channel to serve Rota safely with 
shipping; (b) to develop the agriculture; and (c) provide other health, education, 
and government services. No item for Rota was included in the first budget 
because it was not then known what disposition should be made of the island, or 
who should administer it. 

Summary of items in the supplemental budget: 





1. Special repairs ; : $291, 000 
2. Health ship operation first year 83, 000 
3. Government of Rota, first year - 50, 000 

Total __- * ee : $424, 000 


The expenses in items 2 and 3 are necessarily considerably higher during the 
first year than they will be thereafter. Special repairs, after fiscal year 1954 
should disappear since permanent structures are planned thereafter. 

The allowance of only $4 million would cut operating expenses below minimum 
requirements. In fiscal year 1953 there was a total of $6,742,967 actually obli- 
gated to administer the trust territory. Of this $5,222,161 was appropriated and 
$1,520,806 was local revenues. For fiscal year 1954 as it now stands we would 
have a total of only $5,307,500 of which $4 million would be appropriated funds 
and $1,307,500 is estimated local revenues, 

This would mean that there would be available for 1954 operations $1,435,467 
less than was required in 1953. It is true that during the first 6 months of fiscal 
year 1953 we administered Saipan and Tinian before they were transferred for 
strategic reasons to the Navy; however, it is probable that costs of this item were 
in the neighborhood of $270,000. So it is very clear that the funds required for 
1953 were far more than we are to have available in fiscal year 1954. 

The supplemental budget would bring the appropriated funds to a total of 
$4,424,000 which is still $1,501,000 less than the previously revised budget called 
for. Kven with the supplemental budget of $424,000 added, we shall have 
$1,011,467 less funds to work with next year than we required and spent in 1953. 
Our program will be cut and our administration will suffer, including normal 
annual maintenance. However, with the supplemental requested, we can revise 
our program and make the funds available do for the coming year. 

The expenditures for the trust territory are not relatively large. Although 
the islands are scattered over an area larger than that of the continental United 
States, yet the budget is not in proportion to that of even our smallest States. 
In fact, it is more like the budget of a normal, good-sized county. But all such 
services as health, education, public safety, transportation, public works, and 
government must be rendered in this far-flung island territory as would be pro- 
vided by national, State, or county governmental units on mainland America. 

As their economy is improved, the islands will be able to assume increasingly 
higher percentages of the costs of their government. 

We earnestly request that our supplemental budget be allowed. 
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Orrice oF TERRITORIES 


STATEMENT OF WixiitAM C. Strranp, Drrector, OrricE OF TERRITORIES, 
DEPARTMENT OF THE INTERIOR 


Mr. Chairman and members of the committee, I am pleased to appear be‘ore 
you in support of a supplemental budget request for the Trust Territory of the 
Pacific Islands for $424,000. 

At the present time, the Senate has approved a total of $4 milion for the 
administration of the trust territory during fiscal year 1954, which is a reduction 
of $1,925,000 in the amount requested in their revised budget estimate. As a 
result of this reduction, the trust territory will have to practice rigid economies 
and in many instances reduce the size and scope of existing programs. However, 
after a thorough review of the impact of the reduction, the Department believes 
that additional funds should be appropriated so that certain activities can be 
accomplished which otherwise would be abandoned in 1954. It is our opinion 
that if the additional amount requested is appropriated the trust territory can 
continue using its present physical plant in an economical manner, can reduce 
the cost of its medical program, and discharge its responsibility for the adminis- 
tration of Rota. 

I shall now ask Mr. Frank FE. Midkiff, High Commissioner of the Trust Territory 
of the Pacific Islands, to give his statement. 


SUPPLEMENTARY REQUEST 


Senator Corpon. Mr. Midkiff was a recent appointee when he 
appeared before the Interior committee. He is here requesting some 
$424,000 in a supplement, chiefly to take care of repairs that are 
necessary, particularly the amount of funds appropriated in the Senate 
bill and which has not yet cleared the House which was cut to $4 
million. That amount was certainly, at least, the very minimum. 

I can understand the unusual situation here might justify even to 
some extent a reconsideration of the appropriation there because Mr. 
Midkiff has had an opportunity to acquaint himself with what has 
to be done in the way of maintaining the present facilities, some of 
which would have been discarded for other facilities had there been 
construction funds appropriated. 

The justification will be inserted into the record. 

(The justification referred to follows:) 


OFFICE OF TERRITORIES 
Trust TERRITORY OF THE Paciric ISLANDS 
(Supplemental estimate, 1954, $424,000) 
(House hearings, none) 

(P. 13, after line 3) 


Page 13, after line 3, insert the following: “For an additional amount for 
“Trust Territory of the Pacific Islands’, $424,000.” 


HOUSE REPORT 
None, 
JUSTIFICATION 


The purpose of this amendment is to provide $424,000 for special repairs and 
operations in the Trust Territory of the Pacific Islands. In an effort to accom- 
modate the 1954 trust territory program to the lower budget of $4 million, among 
other things, the High Commissioner’s staff has been drastically reduced in 
Honolulu by reductions in force, combinations of jobs, and by sending the executive 
officer and the Finance and Supply Department forward to Guam, and the Public 
Works Department—what very small part will be left of it—forward to Truk. 
The remaining employees in the High Commissioner’s office will be barely able to 
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cope with overall policies and problems and to maintain a circuit-rider type of 
supervision over all districts in the field. 

General operating expenses have been cut below minimum requirements. In 
fiscal year 1953 the Department actually obligated $6,742,967 for administering 
the trust territory. This included $5,222,161 appropriated funds and $1,520,806 
local revenues. For fiscal year 1954 the Department will have only $5,307,500 
which includes the $4 million appropriated funds and $1,307,500 local revenues. 

This means that in 1954 the Department would be required to operate for 
$1,435,467 less than was required in 1953. 

In addition to personnel cuts already made since March 1953, stateside per- 
onnel has been reduced by 32 positions, which is another cut—a second reduction 

-of nearly 12 percent in staff. 

No new construction was provided for in fiscal year 1953 nor with the reduced 
bu‘ get will any be possible in fiscal year 1954. 

With the reduced allowance the Department would be unable to provide for 
(a) special repairs, (b) operation of a health ship, or (c) government of Rota (in 
the Marianas). The additional amount of $424,000 requested is in order to do 
these three things. They are explained and justified below, 


(a) Special repairs 

In fiscal year 1953 with no allowance for permanent construction there was 
expended $510,330 for special repairs and rehabilitation. This figure for fiscal 
year 1954 was reduced to only $81,006 in anticipation of receiving $1,250,000 for 
new construction—really long overdue. Since the budget request was reduced to 
$4 million the Department is unable to do any of the new construction work 
planned to take the place of the run-down facilities nor is there available the 
$81,000 for special repairs. Therefore it is necessary that special repair be 
continued. he amount asked is $291,000 to repair seriously deteriorated 
structures and equipment. The $81,000 is not in addition to this. 

The items required as a minimum are listed below. These special repair items 
are in lieu of the requested $1,250,000 for permanent construction. 


1. Warehouses (relocation and repair) Koror, Yap, Majuro (3)__...-.. %60, 000 

2. Wharf repairs, Koror, Yap, Ponape (3) - - ------ an 30, 000 

3. Schools - - - as ea ; oe SL LSE ise dis 0 

4. Petroleum, oil, and lubricants storage, Ponape, and interdistrict (2) 12, 000 

5. Refrigeration plants, Koror, Yap, Majuro (3) -_- ak Siiedades (ey Gee 

6. Powerplants, Koror, Majuro (2) TL eat a wae witty _ 20, 000 

7. Streets and roads, all district centers _ OTR Be ak 15, 000 

SG: "Teemenewe woeel daarion. 2... 6262.2 le ccs. : mes 0 

9. Water supply, Koror, Ponape (2) yi See 

10. Sewer systems, Truk, Koror, Yap, Ponape, Majuro (5)_..-.-.--.- 10, 000 
11. Various other items_ -___------- Bee a ‘ seul oy 74, 000 
J Le ae ee ee eres is Bie SCE eae Bluscolucevesdu 291, 0.0 


, 


Items 1 and 2, ‘Repairs to warehouses and wharves”: Much has been learned in 
recent months about the need for (a) adequate and convenient warehouses, and 
(6) wharves that will permit ships to discharge and receive freight even in rather 
rough weather. It is necessary to relocate and repair warehouses at Koror, 
Yap, and Majuro. There is $60,000 needed to do the warehouse rehabilitation 
and $30,000 to improve the wharves at Koror, Yap, and Ponape. The cost of 
these items was underestimated in our earlier budget. To have suitable wharves, 
with dry and secure warehouses convenient thereto, saves days in every average 
call of an “AK’’ vessel at five district centers and reduces losses of merchandise. 
At present most of the freight has to be lightered. A day lost in turn-around of 
an AK costs $1,000. Suitable wharves and warehouses quickly justify the 
expenses asked to put them in workable shape. 

3. School building repairs will be deferred for another year. 

4. Petroleum, oil and lubricants storage have been carried on in old Navy 
YOGN vessels. One of these has got to be repaired (repair item $5,000) and the 
project of one oil-storage facility at Ponape (completing item $7,000) must be 
completed. It provides gravity feed for the powerplant, refrigeration plant, and 
smali vessels. 

5. Repair of refrigeration plants at Koror, Yap, and Majuro are now frequently 
failing and causing very serious food losses (repairing 3 for $30,000). These can 
be shored up to run another year or two before they must be replaced with new 
equipment. They were only “advanced base’ temporary equipment when in- 
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stalled. Constant hard driving and salt air have caused more rapid depreciation, 

6. Repair item for 2 powerplants, $20,000—same justification as above, but 
only for the powerplants at Yap and Majuro. One surplus generator will be used 
for Yap and a necessary rehabilitation job will be done at Majuro. 

7. Streets, roads, and bridges are indescribably bad. One visit to the area 
discloses the need of major repairs (repair item for trust territory $15,000). 
New work will be postponed. The present poor condition of roads causes ex- 
cessive maintenance to vehicles. 

8. No transient accommodations will be undertaken. 

9. The water supply systems at Yap and Koror have failed and cannot be 
neglected. Since new work cannot be done, these two must be repaired (repair 
item $40,000). 

10. Sewerage systems in all districts (special repair $10,000) must be repaired 

beyond normal maintenance. The primary installations were of galvanized steel, 
rubber, and concrete pipe—not cast iron—and have reached the widespread 
breakdown stage. 
PF 11. Various other special repairs (total repair item $74,000) must be undertaken 
at Truk, Yap, and Koror. Fspecially in Truk, this repair is necessary, because no 
permanent construction is to be provided for hospital facilities, power and 
refrigeration plants, water, sewerage, buildings, and roads on the island of Moen. 
It had been intended to abandon some of these rundown facilities if permanent 
construction could have been provided on Dublon Island, FE xistine facilities 
cannot serve without extensive rehabilitation and special repair. Also under 
“Various other items’? must come some speciai repair, beyond normal annual 
maintenance, to several dwellings in each district. The work of salt air and of 
tvphoons has been more than several of these quonsets could stand over the years. 
However, they must be made livable until typhoon-proof, and termite and rot- 
proof dwellings can be constructed as part of our permanent construction program, 
(b) Health ship and (c) government of Rota 

(b) Health ship operation ($83,000). Last vear it was noticed that the incidence 
of tuberculosis was increasing alarmingly and many cases are reaching the 
advanced stages. In order to go out to the various islands, detect these cases 
early, and get them in for treatment to arrest the disease, and thus reduce costs 
of this health menance very materially, it was decided to get a health ship which 
could take the place of the steamship Whidby so effectively used by the Navy for 
similar purposes Nearly $100,000 has been spent in getting this auxiliary 
diagnostic schooner ready to operate. It is expected that to man it with medical 
personnel, officers, and crew will cost $83,000 for the coming year. With the 
drastically reduced budget the Department cannot draw from other items to 
earry on this work. Unless additional funds are available, it will be necessary to 
neglect the long-planned opportunity now available to handle the seriously mount- 
ing tuberculosis problem and other health and dental services to the outlying 
islands unless money is mace available for the purpose. This certainly is work 
that should not be postponed. 

(c) The responsibility of administering the government of Rota Island now 
rests with Interior, although no item was included in the budget because a decision 
had not been reached as to whether it should be placed under Navy or remain 
under Interior. This assignment can be carried on by Interior as cheaply as any 
other agency. Rota lies close to Guam where the Department has a suitable staff 
to supervise it. There are no funds in the $4 million allowance to carry on this 
administration. It is estimated that $50,000 should be made available to deepen a 
channel to its wharf, develop its agriculture, and carry on all governmental 
services for a year. 


Mr. Mipxtrr. I think I will just take a couple of minutes because 
the chairman has so kindly and so correctly stated the situation. 


EFFECT OF BUDGET REDUCTION 


The cut in our budget is so drastic, a cut of one-third, that it is 
23% percent less than the appropriated funds of last year, and no 
permanent construction funds were provided last year. It cuts out 
all of our permanent improvements and cuts our budget down by 
$675,000 which is a very severe percentage in our modest operating 
budget. 
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To accommodate the work to the $4 million allowance, we have 
undertaken to cut down staff and operations. The total cut in staff 
is going to be from 298 to 244, or a total of 54 in the staff. The staff 
of the High Commissioner’s Honolulu office is being cut by 26. 

We are also making cuts throughout in all the programs. But the 
main thing, having no money for permanent construction of typhoon- 
proof equipment and structures means we will have to undertake a 
certain amount of special repairs. We have gone into the item to 
find out what special repairs would result in making our equipment 
and structures usable for several more years. 

The chief items that we are concerned about are wharves and ware- 
houses so we can cut down the turnaround time of our ships. ‘Those 
AK ships cost about a thousand dollars a day. With the wharves and 
warehouses as they are now, there is a great deal of time lost, inevit- 
ably, in the surge from rough weather causing the ships to back 
away and lie off. 


HEALTH AND DIAGNOSTIC SCHOONER 


The health and diagnostic schooner we would like to operate is one 
in which we have a considerable amount of money tied up already, 
but we will not be able to operate unless we can get a little more cash. 
It would cost about $83,000 for the first year. It will be less than 
that on succeeding years, but this schooner will enable us to cut down 
expenses in the future for treating and taking care of tuberculosis which 
is spreading rapidly in our area. 

We also have not any money to operate Rota, an island north of 
Saipan and Tinian. We are requesting $50,000 for that. 

Senator Corpon. Why was not Rota included? 

Mr. Mipkirr. At the time the budget was made up, which was 
before | became the Commissioner, it was not know what was going 
to happen to Rota, whether all the Marianas except Guam would go 
to the Navy or not. I felt it would be a very helpful thing to our 
administration and to the people of Rota if we could administer it. 

Senator Corpon. What is the population of the island? 

Mr. Mipkirr. Itis about 833. It hasa great deal of flat land which 
will mean we can supply Guam with fresh vegetables and fruits. 
Rota also can supply Guam with fish. 


ADMINISTRATION OF ISLANDS 


Senator Corpon. Who made the decision as to which islands were 
going to be administered by the Navy and which by the Interior? 

Mr. Mipxirr. It was covered by an Executive order issued just the 
other day. Saipan and Tinian had been transferred the first of the 
year for strategic reasons and the little islands to the north of them 
we thought might just as well be taken care of by the Navy. They 
can do it with less expense than we can. 

Rota is closer to Guam. We can take care of that, we think, 
cheaper possibly than the Navy and to the benefit of our overall 
trust territory administration. 

So it was an Executive order, No. 10470, gotten out July 17 that 
continued Rota under Interior administration, just a few days ago. 

Therefore, our items are special repairs, $291,000; health ship oper- 
ations for the first year, $83,000; government of Rota for the first 
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vear, $50,000. The expenses of the ship operation and Rota for this 
coming year are higher than they will be thereafter. 

Senator Corpvon. Why? 

Mr. Mipktrr. We have not gotten the personnel ready yet. We 
feel once we get the ship equipped with medicine and medical supplies 
it will cut annual costs down to $50,000 or less. 


CHANNEL IMPROVEMENTS 


At Rota we are working hard to get the ships channel finished. 
There are many ships that are lying on the beach wrecked at the 
present time. We want to improve that channel and make it safe to 
run back and forth to Guam, to develop the agriculture up on the flat- 
land of Rota, and to carry on the regular government. 

Those two first items are high and at those rates for the first year 
only. 

Then the special repairs will disappear entirely after the first year 
because if we get the money to go ahead with the essential permanent 
improvements in subsequent years, we will not have to carry on these 
special repair items. 

That is the highlight of the presentation. 

Senator Corvon. I think that, with your full statement, covers the 
matter. 

Are there any questions? 

Senator ELLenpER. No. 

Senator Corpon. Thank you very much. 

Mr. Mipkirr. I would like to renew my invitation to yourself and 
members of your committee to come out and see us. That is the 
most important thing, to see how we are doing it out there. It is hard 
to appreciate it otherwise. 

Senator Corpon. I want to see it. I want to see the situation in 
the islands and where we are going. 

Mr. Minkirr. It is a vast area, therefore, and expensive, but it is 
of great strategic value. 

Senator ELLENDER. I ask there be placed in the record at this point 
a letter from King & King addressed to the chairman of the committee 
dated July 7, 1953, pertaining to payment of judgments. 

Senator Corpon. Let that letter go into the record. 

(The letter referred to follows:) 

Law Orrices or Kina & KINa, 
Washington, D. C., July 17, 1958. 
Hon. Stryies BripGEs, 


Chairman, Senate Appropriations Committee, 
Washington, D. C. 


Str: I am a member of the law firm of King & King, which for many years 
has been engaged in practice before the Court of Claims and other Federal courts 
in cases involving claims against the Government. 

I believe that your committee will be greatly interested in permanent legisla- 
tion carried in sections 1214-1221 of the supplemental appropriation bill, 1954 
(H. R. 6200). This legislation appears to destroy the finality of judgments 
against the United States entered by the Court of Claims and the Federal district 
courts. It also raises a serious cuestion whether the Federal courts would con- 
tinue to exercise jurisdiction in suits against the United States if the bill becomes 
law, 

This bill was reported out by the House Committee on Appropriations on 
July 10, 1953 (H. Rept. 762), was debated July 14 and July 15, and passed the 
House on July 15, The bill is now pending before the Senate, and I understand 
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that the Senate Committee on Appropriations plans to hold hearings on the 
bill. I am enclosing a copy of the bill, the committee report, House Resolution 
330, which waived all points of order against the bill, and also excerpts from the 
debates in the House. 

Section 1214 of the bill does not appear to be controversial. It merely permits 
the Comptroller General to make immediate payment of judgments against the 
United States rendered by the district courts and the Court of Claims, in place 
of the existing practice of holding up payments of such judgments until Congress 
includes them in a deficiency or supplemental appropriation bill. 

Sections 1215 and 1216, relating to interest on judgments against the United 
States, likewise appear to raise no serious questions. 

Section 1217, however, vitally affects the judgments of the district courts 
and of the Court of Claims. It permits review of such judgments by the Comp- 
troller General. If, in his opinion, the judgment should not be paid as rendered, 
he is to refer the judgment to Congress with a statement of his reasons. The 
Congress would then be required to examine into the merits of the case. There 
after payment of any such judgment may only be made pursuant to specific 
authorization contained in a general appropriation act which authorization, it is 
provided, may limit the amount of the judgment. 

This section, which would destroy the finality of judgments against the United 
States, givesrise to grave doubts as to its constitutionality and as to the jurisdiction 
of the Federal courts in suits against the United States. 

To make judgments of the district courts subject to review by t? 1e Comptroller 
General and to revision by the Congress would appear to encroach upon the 
judicial power which these courts exercise pursuant to section 1 of article 3 of the 
Constitution. Because their judgments would not be final under this bill, it is 
extremely doubtful that the district courts, being constitutional courts, would 
continue to take jurisdiction in suits brought under such legislation as the Tucker 
Act and the Federal Tort Claims Act. (See Hayburn’s case, 2 Dall. 409; United 
States v. Ferreira, 18 How. 40; Gordon v. United States, 2 Wall. 561.) The last- 
mentioned citation gives only the very brief opinion of the court. Chief Justice 
Chase’s opinion appears in 7 C. Cls. 1, and a more comprehensive opinion by 
Justice Taney may be found in 117 U. 8. 697. For the proposition that it is not 
within the province of constitutional courts to render or review judgments that 
are not final or binding adjudications, see also United States v. Jones, 119 U.S 
477; In re Sanborn, 148 U. 8. 222; La Abra Silver ee Co. v. United States, 
175 U. 8. 428, 456-457; Muskrat v. United States, 219 U.S. 346; United States v. 
Jefferson E ‘lectric Co., 291 U. S. 386, 400-401. From ae ‘above cases a serious 
question is also raised as to whether the Supreme Court would continue to review 
judgments of the Court of Claims if section 1217 becomes law. In this connection, 
see also United States v. O’Grady, 22 Wall. 461. 

Time does not permit me to make an exhaustive study of the question, but it 
is believed that these cases demonstrate that enactment of section 1217 would 
lead to consequences never intended by the House or even considered in their 
debates. As appears from these debates, this section was introduced at the 
insistence of the Comptroller General. Apparently it was not taken up with the 
House Judiciary Committee, which customarily passes on legislation pertaining 
to the Federal courts. So far as I can discover, the Department of Justice, which 
would also be adversely affected by this section, was not consulted. 

Aside from its constitutional defects, the bill presents other serious objections. 
The Comptroller General, who frequently has denied the claim before suit was 
filed, would now be authorized to review the judgment of the court on the same 
claim and to refuse to pay it on the basis of the very same ground which originally 
caused him to deny it. In such event he would refer the claim to Congress, 
where it would be heard again. Far from expediting payment of judgments, as 
the House has been led to believe, this legislation would impose intolerable delay 
and expense upon claimants against the Government. It would also impose upon 
Congress a burden which it has not had to bear since the time that it conferred 
jurisdiction on the district courts and on the Court of Claims to render final 
judgments against the United States. In this connection any congressional 
consideration of the difference between the court’s judgment and that of the 
Comptroller General would apparently be made by the Committee on Appro- 
priations, instead of the Committee on the Judiciary, which historically has passed 
on claims against the Government. This is evident because section 1217 provides 
that the authorization to pay will have to be specifically included in a general 
appropriation act. 
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The only valid reason for a change in the present method of paying judgments 
obtained against the United States would be to expedite payment of such judg- 
ments. Section 1214 of the bill is all that is required to accomplish this. Section 
1217, however, goes far beyond this. As explained by Mr. Taber in the debates 
(99 Congressional Record 8959), it would provide: “* * * a review by the 
Comptroller General. If there is anything that would not bear the light of day, 
they can be referred to the Congress for action by the Comptroller General. * * *’’ 

On the same page he stated that any such judgment would be reviewed by 
the Comptroller General to find whether there was “something in it that is 
questionable or wrong * * *.”’ He also stated: ‘‘* * * If he finds anything the 
matter with it, he refers it immediately to the Congress so that we can hold a 
hearing upon it and make whatever determination we desire. * * *’’ 

From the above, I believe it is obvious that this permanert legislation involves 
sO many grave questions that it is a matter which should not be acted upon 
until Congress has had the benefit of the views of all interested parties, including 
the other branches of the Government. 

It is understood that vour committee plans to hold hearings on H. R. 6200. 
If so, I would appreciate the opportunity of appearing before the conmittee at 
these hearings 

Very truly yours, 
Harry D. RupprmMan. 


Excerpts From Derates IN House or REPRESENTATIVES ON SEcTIONS 1214 
TurovuGcu 1221 or H. R. 6200 


(The following, taken from the debates in the House on July 14, 1953, contains 
the only reference made to secs. 1214-1221 in the debates on this bill:) 


{Congressional Record, p. 8959] 


Mr. Taper. * * * We have some general provisions in here which are a 
little different than we have had before. Among the most important ones are 
sections 1214 through 1221 of this bill. These provide for the paymet of moneys 
in satisfaction of judgments against the Government automatically without 
having to come to Congress, based on a review by the Comptroller General. 
If there is anything that would not bear the light of day, they can be referred to 
the Congress for action by the Comptroller General. This will save money, 
millions of dollars in interest on the judgments which has been paid yearly, and 
will avoid the terrific annoyance resulting from the fact that judgments obtained 
are not promptly paid. Under present procedure this is particularly bad during 
a recess of Congress, or while we are waiting for the opportunity to put them in a 
deficiency bill. 

I think that is all I care to say at this time unless there are questions. 

Mr. Houtmes. Mr. Chairman, will the gentlemen yield? 

Mr. Taper. I yield. 

Mr. Hotmes. | was very much interested in the gentleman’s reference just 
made for moneys available for judgments. Will the gentleman give me the same 
again, please? 

Mr. Taner. Would I explain it again? 

Mr. Hotmes. Yes. 

Mr. Taser. Under sections 1212 to 1221 of the bill we have provided—and 
this was done at the insistence of the Comptroller General, who submitted the 
matter to the Speaker, and the Speaker referred it to our committee—that when- 
ever a judgment is obtained it goes to the Comptroller General for review. Unless 
the Comptroller General finds something in it that is questionable or wrong, it 
will be automatically and promptly paid instead of having to wait for a deficiency 
or for the convening of Congress. If he finds anything the matter with it, he 
refers it immediately to the Congress so that we can hold a hearing upon it and 
make whatever determination we desire. In that event we would have to appro- 
priate the funds before it could be paid. 

Mr. Houmes. This is being done to facilitate payment? 

Mr. Taser. This is being done so that people will not have to wait and so 
that the Treasury will avoid the payment of interest during the periods of delay 
due to recesses of Congress or to the time that elapses between rendering of 
judgments and the consideration of a deficiency bill or some other bill in which 
these funds could be carried. 

Mr. Houtmes. I think this is a good move, and I congratulate the gentleman. 

Mr. Taser. It is a forward-looking move and it will save some money. It. 
does not create any grief. 
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[Congressional Record, p. 8960] 

Mr. Bartey. Mr. Chairman, will the gentleman yield? 

Mr. Taper. I yield to the gentleman from West Virginia. 

Mr. Baitey. I would like to inquire of the gentieman, since H. R. 6200 con- 
tains a total of 61 provisos and since the rule which makes this legislation possible 
waives all points of order, if he does not think this is an unusual way to legislate? 

Mr. Taper. It is necessary to throw the provisos into one bill at the end of the 
session to cover all the items that have been passed. In order to handle that 
situation properly so that there will be no delay the routine general provisions 
are carried. Where we have to include something like this provision on judg- 
ments, which I described here, and which I am sure would appeal to the gentle- 
man, we have to have a rule or we cannot have it considered. 


LOUISIANA FLOOD 


Senator ELtenper. There is another item I would like to bring to 
the attention of the committee. As you recall, there was a serious 
flood in the State of Louisiana. When we considered the appropria- 
tions bill for the Department of Agriculture there was language placed 
in the bill to use $2 million of unappropriated funds in order to bring 
back soil-conservation practices to what they were before the flood. 
The law under which this money is made available expires on Decem- 
nr ms ’ 1953. 

» | took the matter up with the Department of Agriculture and 
ud ‘'y suggest that it would be impossible for all of this work to be done 
in the balance of this year and they ask for an extension of that law 
for 1 more year. I prepared an amendment to be submitted to the 
committee, and I ask that it be inserted in the record at this point. 

Senator Corpvon. Without objection the amendment will be made 
part of the record. 

(The amendment referred to follows:) 


DEPARTMENT or AGRICULTURE 


The funds appropriated to the Department of Agriculture in the act of June 4, 
1952 (Public Law 371) shall remain available until December 31, 1954 

Senator ELLENDER. That amendment merely extends the law from 
December 31, 1953, to December 31, 1954, so that this money can be 
properly used. 

Senator Corpon. I suggest we keep in mind that that will be sub- 
stantive legislation and if the committee adopts that appropriation, 
steps be taken to file a motion. 

Senator ELLENDER. This was done at the suggestion of the Depart- 
ment of Agriculture. 

Senator Corpon. I do not think there will be any objection. 

We will recess until 2 o’clock. 

(Whereupon, at 1:10 p. m., a recess was taken until 2 p. m.) 
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A¥rrTeRNOON SESSION 
BurReAU OF THE BupGer 
SPECIAL COMMISSIONS—EXPENSES OF MANAGEMENT IMPROVEMENT 


STATEMENT OF ROWLAND HUGHES, ASSISTANT DIRECTOR, AC- 
COMPANIED BY DONALD R. BELCHER, ASSISTANT DIRECTOR, 
ROBERT M. MACY, CHIEF OF INTERNATIONAL DIVISION, AND 
I. M. LABOVITZ, ASSISTANT CHIEF, LABOR AND WELFARE 
DIVISION, BUREAU OF THE BUDGET 


JUSTIFICATION 


Senator Corpvon. We have this after the Bureau of the Budget, 
some special commissions seeking appropriations, 

We will be glad to hear from you Mr. Hughes. I understand you 
will speak first to the request for the expenses of management improve- 
ment; is that right? 

Mr. Hucues. That is just the fund; that is right. 

Senator Corpon. This is a commission having several duties. 

Very well, Mr. Hughes, you explain it so I understand it. That 
means it has to be in elementary language. 

Mr. Hueues. On that you have the justification. 

Senator Corpon. The justification will go in the record at this point. 

(The justification referred to follows:) 


EXPENSES OF MANAGEMENT IMPROVEMENT—BupcGet EstTIMATE FOR SuppPLe- 
MENTAL APPROPRIATION FOR FiscaL YEAR 1954 


For expenses necessary to assist the President in improving the management 
of executive agencies and in obtaining greater economy and efficiency through the 
establishment of more efficient business methods in Government operations, 
including services as authorized by section 15 of the Administrative Expenses Act 
of 1946 (5 U. 8. C. 55a), at rates for individuals not to exceed $50 per diem, by 
allocation to any agency or office in the executive branch for the conduct, under 
the general direction of the Bureau of the Budget, of examinations and appraisals 
of, and the development and installation of improvements in, the organization and 
operations of such agency or of other agencies in the executive branch, $1 million. 


STATEMENT OF JUSTIFICATION 


A request for an appropriation to the President for the fiscal year 1954 has been 
mace in order to provide the President with funds for the examination of organ- 
ization and manarement problems in the executive branch and for other actions 
to improve the manacement of executive agencies and obtain greater economy and 
efficiency in Government operations. 

The President has placed great emphasis on his objective of streamlining the 
Government and making it the more efficient servant of the people. He has 
made clear his purpose of conducting the Government as a business-like operation 
and of applying to the Government the principes of competent, imaginative 
management which have helved make American industry the world’s marvel. 

To accomplish this objective, the President has need for a source of funds that 
can be used to examine and evaluate the effectiveness of agency organization and 
management, study organization and management problems that hamper effective 
administration of Government programs, and develop and install administrative 
improvements that will lead to savings and economies, higher quality and effective- 
ness in the services rendered to the public, and simplified and more effective 
arrangements and procedures for directing and supervising Government programs. 

Other appropriations available to the President and his immediate staff are not 
sufficient for these purposes. The appropriation requests for the White House 





! 
: 
& 
7 
) 
q 


! 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 339 


and for the President’s management staff in the Bureau of the Budget have been 
computed solely on the basis of requirements needed to finance staff serving the 
President in the day-to-day business of administering the affairs of the executive 
branch. The staff of the Bureau of the Budget, for example, does not include 
people available for any extensive amount of general or specific work of a type that 
would be financed by the proposed appropriation. Nor has it been considered 
desirable that the Bureau be regularly staffed with any considerable number of 
specialists of the type needed to study and resolve the kinds of management 
problems for which the proposed appropriation would be used. Much can be done, 
however, through studies of manage ment problems that will result in savings 
several times their cost. This appropriation will furnish an opportunity for such 
studies to be made. 

The requested appropriation, as proposed, would be available to the President 
for allocation to the Bureau of the Budget and to other agencies and offices in the 
executive branch for studies and investigations of organization and management 
problems requiring attention. Such allocations could be used for contracting 
with management engineers or for supplementing agency staffs with employees 
or consultants for temporary periods, All studies performed under such slloca- 
tions would be performed by or carried on under the close direction and control of 
the Bureau of the Budget, acting for the President. 

In requesting this appropriation, attention has been called to the continuing 
need for examining organization and management problems. Such problems 
cannot always be foreseen but should receive immediate attention when they 
arise. In addition, the President should not be in a position that lack of funds 
would prevent him from taking prompt action to initiate solutions to management 
problems or to effect administrative improvements in the operations of the ex- 
ecutive branch. For these reasons, there is need for continuing availability of 
funds to the President for the purposes of management improvement. This 
estimate is the first appropriation request proposed by the Administration to 
insure the President adequate funds for management improvement, but it is sub- 
mitted with recognition that a continuing source of funds for such purposes is 
necessary and desirable and that additional appropriations would be requested 
in subsequent fiscal years. 

In view of the nature of this appropriation, it is not possible to indicate a spe- 
cific program of problems that would be studied, the amounts of allocations or 
the agencies to which allocations would be made by the President, or the manner 
in which such studies would be conducted. For this reason, detailed analyses of 
obligations indicating allocations to agencies and objects of expenditures are not 
submitted with this statement of justification. 


STUDYING SPECIAL SITUATIONS 


Mr. Huauus. All of these requests are for the purpose, some di- 
rectly and some indirectly, of saving money. They have that in 
common. The management improvement fund is a request by the 
President that we be given an amount available for the use of study- 
ing ways in which specific improvements can be made in the opera- 
tions of different sections of the Government which are outside of 
the scope of the usual budget area and other investigations. In 
other words, where you need to get experts of one type or another 
to aid in studying special situations. 

It is not a broad, blanket job, such as the Hoover Commission, 
but is directed at specific objectives and purposes and will be used 
under the general direction and supervision of the Bureau of the 
Budget with the objectives set forth, including the ones recom- 
mended by the Rockefeller Commission in its report and others 
which we have in hand for study as they show up from time to time 
in our own analysis of the budget and in other objectives that come 
to the attention of the President or others in the executive depart- 
ment that offer real opportunities for savings. 

Senator ELLenpgr. Can you be more specific? 
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Mr. Hugues. For example, we have questions of the utilization of 
particular operations in the Civil Service Commission and in the 
Federal Trade Commission; how they can do certain of their functions 
more efficiently and economically. Now you may have to have experts 
in those fields to handle that side of it. 


DISPOSAL OF EXTRA LANDS 


We have questions such as the proper disposal or consideration of 
the possible disposal of extra lands that are owned in different parts 
of the country, where there are available for free use or disposition 
lands which can be turned to profitable private use, take them off of 
the Government rolls and substitute or find other ways of providing 
space if necessary in some places. 

Senator Corpon. I hope when you are doing that, that you will 
consider also the vast areas of the public domain that might be used 
for the purposes of the Federal Government without taking other 
land off the tax rolls. 

Mr. Huaues. We should be delighted to have any suggestion that 
may come up from any member of the Senate or of the House for 
items to be considered. The purpose is to use the fund for spotlighting 
places where things can be accomplished that will result in worthwhile 
savings. 

Senator Ettenper. Mr. Chairman, may I inquire? 

Senator Corpon. Senator Ellender? 

Senator ELLENpeR. Are we to understand that this money will be 
made available to the President for the purpose of having a study 
made by persons of his own choosing? 

Mr. Hucues. That is right. Under the general supervision of the 
Budget Bureau. 

Senator Etuenper. And that will relate solely to bureaus within 
the executive department? 

Mr. Hucues. That is correct; yes, sir. 

Senator Dworsuak. Would these personnel and consultants come 
from outside the Government, or within? 

Mr. Huaues. They might come from either place. But where the 
money would be spent would be where you had to get outside people. 

Senator Corpon. Mr. Hughes, will you please distinguish between 
the item you are discussing now, which is “Expenses of management 
improvement,” on the one hand, and the Commission established by 
S. 106 on the other? 


PURPOSE OF HOOVER COMMISSION 


Mr. Hueues. That is the Hoover Commission, so-called, which is 
for the purpose of a complete and thorough study not only covering 
the field which they covered in their previous examination, but 
expanding it to inc lide the question of abolishing services, activities 
and functions not necessary to the efficient conduct of the Government. 

Senator Corpor. Why could these two not be consolidated? 

Mr. Huaues. They are for a little different purpose. The Hoover 
Commission is a broad, complete review of governmental operations. 
There may be things pointed out by the Hoover Commission that 
should be followed up as an executive responsibility. That would be 
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the place where this fund would operate. It is a pinpointing operation 
as against the complete study of the Hoover Commission. 

The two will supplement each other and not duplicate each other, 
because they will be working together to the extent that the people 
who handle the functioning of the management fund will also be 
working closely with the Hoover Commission and will get leads from 
them and perhaps furnish leads to them, as the case may be, both ways. 

Senator ELLENDER. In any event, they will both have the one 
object of trying to determine the best way to handle all this work 
with the least expense? 

Mr. Hueues. That is correct. 

Senator ELLENDER. | wonder, as Senator Cordon suggests, that it 
is not handled by one body? 

Mr. Huaues. They are a different kind of operation. This is not 
a commission job. ‘This is a job made up of small pieces, where you 
have a specific thing. 

Senator E.LenperR. Do you mean the one you are suggesting? 

Mr. Huanes. Yes. It is made up of small pieces where you have a 


specific thing to go after. The Hoover job is something which is 
supposed to be completed and turn in its report. ‘This is a continuing 


report which will pimpomt in some cases some things which the 
Hoover Commission would say it would be advantageous to follow up. 

Senator ELLENDER. I notice you had asked for $1 million and the 
House gave you $500,000. 

Mr. Hueues. But with the statement that if we used this money, 
and we said $500,000 would be sufficient to start with, we would come 
back and ask for more as was necessary. 

Senator ELLENDER. Is this to be a continuing operation? 

Mr. Huaues. It would be continuing as long as there is good use for 
it. 

Senator Extenper. Usually, though, when you start a thing like 
that, they always find use for it. 1 never saw a commission today die 
a natural death. 

Mr. Huaues. This is not a commission. 

Senator ELLENDER. | know that. 


PERSONNEL 


Are you going to use your own people or get experts to do this work? 

Mr. Huauers. We will do both. 

Senator ELLenpER. You do not think such a study could be done 
by the people in your own department? 

Mr. Huaues. No. In the first place, we are not staffed on the basis 
to handle peak loads of that nature. In the second place, it can be 
done so much better in some situations by people who are experts in 
the particular field being covered. 

Senator Dworsuakx. Why would these experts from outside the 
Government be better qualified to outline policies involving greater 
efficiency and economy than people in your own department and 
agency who have been dealing with these problems? 

Mr. Huaeues. They should work together. But there are some- 
times questions of technical knowledge and experience and ability 
where you need to have it supplemented by experts in different fields. 
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Senator Dworsnak. I do not like to be critical, Mr. Hughes, 
because I have a high regard for the Budget Director, Mr. Dodge, 
but as a member of five appropriations subcommittees in the past 
recent months, I have been more than disillusioned by the apparent 
failure of the Budget Bureau to realize the fiscal facts of life. 


FAILURE TO REDUCE CIVILIAN PAYROLL 


They have trimmed a little bit here and there, but we had 24 million 
civilian employees when this administration took over. Many persons 
said that we could cut as much as 20 percent of that personnel. 

What has been done? If it were not for the fact that the subcom- 
mittees of the Appropriations Committee have scaled down personnel 
in almost every appropriations bill, there would be few reductions in 
Federal personnel. What is wrong down there? 

I am asking the Budget Bureau if they do not understand that as 
we attempt to balance the budget and to effect greater economy in the 
operations of the executive branch of Government, there is a need for 
eliminating duplication and waste and inefficiency and incompetency 
and overstaffing. And what has been done along that line as you 
people have worked on the budget request for 1954? 

You have made some inroads. You can point with pride to a few 
things, but certainly you have failed to attain the objective which is 
essential if we are going to scale down this budget another $10 billion 
and balance it within the next year. 

What do you think of that? You do not need outside consultants. 
All you need is a new perspective and a full awareness of the fact that 
we cannot continue to function as we have during the past decade. 

I think it is time for a change, and few changes have been made. 
You have been nibbling, vou have been sc ‘aling off a few dollars here 
and there. It is all right to eliminate a public works project that 
involves a lot of money, but what have you done to cut down the 
civilian payroll? What is it today? Can you tell me? 

Mr. Huauers. I could not tell you right now. 

Senator Dworsnak. I do not think there is anybody in the Budget 
Bureau who has a concept of this serious problem. Does anybody 
know if you have cut off a couple of hundred or a couple of thousand 
civilian employees during this year? Or are you maintaining almost 
intact the various agencies which you have had during the past 
several years, at least since Korea? 

What is your answer? 


CIVILIAN PERSONNEL REDUCTION 


Senator Corpon. 100,000 have been cut off. 

Senator DworsuaKk. And that should have been 500,000. 1 knew 
there was a hundred thousand. That is what they are claiming. But 
I will not believe it until I see it. 

Senator Corpon. You will not see it because they are gone. 

Senator DworsHak. Then we ought to see the reflected result in 
the savings, in the smaller operating costs in the agencies. 

Senator Corpon. We have had some reductions. 

Senator DworsHak. They were made by the committees, not by 
the Budget Bureau: 
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Senator Corpon. We had a request this morning that was a third 
of last year. 

Senator DworsHak, But those are on public works and other 
things. 

Senator Corpon. These were service organizations. 

Senator DworsHak. | suppose that our staff will make a compila- 
tion or summary at the end of this session to show what the Budget 
Bureau requests were, the original budget, the revised budget, and 
what appropriations were made by this Congress. Then maybe we 
will have something to work with in the coming months. 

But I certainly appeal to you people down there to get on the beam 
on this thing. I think you are in accord with my objec tives? 

Mr. Huaues. Absolute ly. 

Senator DworsHaKk. But we have to do something to achieve it. 

Mr. Hucues. We are working day and night on it. This is one 
of the tools we need to work with to accomplish that purpose. 

Senator DworsHaxk. You need some sharp tools down there. 

Mr. Hvueues. It is not an easy job, but nevertheless we feel it can 
be done. 

Senator Dworsnak. I hope you are aware of it. 

Mr. Hucuers. We are very much aware of it. 


HOUSE REPORI 


Senator Corpvon. Mr. Hughes, the House gave you one-half million 
dollars for this study, and in its report said: 

The sum recommended is made available without regard to the provisions of law 
requiring the apportionment of funds, and is to enable the President, through the 
Sureau of the Budget, to improve management in the executive branch and 
secure greater economy and efficiency. Consideration will be given to the pro- 
vision of additional funds at the next session of the Congress, if necessary, at 
which time the committee proposes to review progress being made in connection 
with the program, 

I wish you would address yourself to whether the plan of action 
which unquestionably the Bureau has adopted, in generality at least, if 
not specifically, can be carried out within the figure set by the House, 
having in mind the additional appropriations in the supplemental 
process at the beginning of each year. 

Mr. Huaues. Yes, that is our judgment on the situation. We 
can proceed on this basis, and then ask for more when we produce 
results, and if we don’t produce results, as the Senator says, we are 
not going to be interested in asking for any more. 

Senator Corvon. So that as far as the Senator is concerne od, if the 
Senate should approve the House action and the House language, 
that would be satisfactory and meet the situation? 

Mr. Hucurs. That is right. 

Senator Corpon. Thank you, sir. 

Are there any questions, gentlemen? 

Senator DworsHak. No. But I made the mental observation that 
if we cut a 4 percent, it is a start in the right direction and if we do 
not cut more than 4 percent we will not reduce taxes for another 
half century. 

Mr. Hucues. The more that is emphasized, the more it suits us. 

Senator DworsHak. You are the one agency down there that 
reflects the President’s thinking on this matter of economy and 
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making changes. I know it is hard to overcome tradition and habit 
and practice, but unless we begin to do it now, it will be late in another 
year or two. 

Mr. Huaues. You are right. 


Commission ON ForerGn Economic Po.icy 


Senator Corpon. The next item is the Commission on Foreign 
Economic Policy. 

We will insert the justification for this item into the record at 
this point. 

(The justification referred to follows:) 


COMMISSION ON FOREIGN ECONOMIC POLICY 
SALARIES AND EXPENSES 
Budget estimates for supplemental appropriations for fiscal year 1954 


For expenses necessary for the Commission on Foreign Economic Policy, in- 
cluding expenses of attendance at meetings concerned with the purposes of this 
appropriation, $500,000: Provided, That this paragraph shall be effective only 
upon the enactment into law, during the first session of the 83d Congress, of H. R. 
5495. 


STATEMENT OF JUSTIFICATION 


IH. R. 5495 which passed the House on June 15, 1953, provides, among other 
things, for the establishment of a Commission on Foreign Economic Policy of 17 
members, 5 of whom shall be appointed by the Speaker of the House, 5 by the 
Vice President, and 7 by the President. The bill would provide compensation of 
$75 per day for each Commissioner from private life. Commissioners drawn from 
the Congress would serve without compensation in addition to that received for 
their services as Members of Congress, and Commissioners drawn from the execu- 
tive branch shall receive the compensation which they would receive if they were 
not a member of the Commission. A Senate joint resolution (S. J. Res. 78) pro- 
viding for a Commission under somewhat similar terms passed the Senate on May 
18, 1953. This supplemental appropriation request is contingent upon enactment 
of authorizing legislation such as H. R. 5495 in this session of Congress. 

This proposed legislation, which was specifically requested by the President 
in identical letters to the Speaker of the House and the Vice President dated May 
1, 1953, is for the purpose of making comprehensive review of the foreign economic 
policy of the United States. As the President stated in that letter: The economic 
policy of this Nation exercises such a profound influence on the entire free world 
that we must consider carefully each step we take. Changes in foreign economic 
policev—even those which at first have relatively slight consequences within this 
country—may either strengthen our allies or plunge them into a downward spiral 
of trade and payment restrictions, lower production. and declining living standards, 
Our foreign economic policy also has important implications here at home. 

The purpose of this Commission is to study all existing legislation and pro- 
cedures relating to our foreign economic relations. This review should result in 
recommendations that will encourage further investment overseas and currency 
convertibility, and foster the highest possible levels of trade consistent with the 
national security and a strong domestic economy. 

Detailed estimates for the work of the Commission cannot be developed until 
the Commission itself has been authorized and has been appointed and has had 
opportunity to plan its work. This Commission will be dealing with a number 
of very important as well as complex problems. The time for its work will 
necessarily be brief, at best not over 8 months. It is important if the Commis- 
sion is to accomplish its difficult assignment for it to be able to begin work 
immediately after the authorization is passed and moved forward without inter- 
ruption. To this end it should be provided with adequate funds based on an 
estimate of its needs. 

This appropriation request of $500,000 represents a judgment, developed 
within the Bureau of the Budget on the basis of experience of similar study 
groups, as to the funds needed to finance this Commission. A list of require- 
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ments for the Commission has been prepared with an estimate of the funds 
needed for each item. The funds needed for individual items have been shown 
as a range to demonstrate that the Commission will have flexibility in the use 
of its funds. For example, the Commission may decide to use more or less 
funds for personal services with offsetting adjustments in the amounts used for 
contractual services. A tentative detailed estimate of this $500,000 is as follows 
(neither of the two columns of figures total the estimate since ranges were used 
for individual items) : 


01 Personal services- - - -- aay deinen petty tester eRe 344,000 374,000 
02 Travel : : . 20,000 30, 000 
03 Transportation of things- Suk jak 1, 000 2,000 
04 Communication services ‘i eS rs oe 5, 000 7, 000 
05 Rents and utility services___- : ne 15, 000 15, 000 


06 Printing and reproduction_ - a : 7 _.. 20,000 27,000 
07 Other contractual services _ - : P _ 60,000 70. 000 
08 Supplies and materials - - - ~~~ : ; ‘ ; 10, 000 10, 000 
09 Equipment : 15,000 20,000 

SO «4 ets ae ae Sa nl .. 500, 000 


Personal services —The estimate of $344,000 to $374,000 for personal services 
assumes the employment of 60 to 80 persons (inclu: ling the Commissioner to be 
drawn from private life) at an average salary of $7,000 per vear. It is assumed 
that the full staff will be employed for a period of 6 months and that the staff 
will average approximately one-half this size for the balance of the period of the 
Commission’s existence. It also assumes the employment of between 15 and 25 
consultants for an average of 30 days each. 

Travel.—The estimate of $20,000 to $30,000 for travel assumes that at least 
several of the members of the Commission will have to travel from some distance 
to attend meetings of the Commission and that consultants may also have to do 
considerable traveling in connection with their duties for the Commission. There 
is the possibility that the duties of the Commission may require some travel by 
committees of the Commission. 

Transportation of things.—This small estimate, ranging from 1,000 to 2,000 will 
no doubt be required in the course of gathering office furniture and other e quipment 
for the Commission. 

Communication services.—This estimate of $5,000 to $7,000 is required by the 
fact that some Commission members will probably be located in various parts 
of the country during part of the time the Commission is active. This will make 
it essential to use various communication services to keep them apprised of 
developments. Furthermore, the Commission will probably wish to have some 
of its work done on a contract basis (discussed below) which will require com- 
municating with the persons doing this work who may well be located outside of 
Washington. 

Rents and utility services—The General Services Administration has indicated 
that there is no space now available for this Commission. It is necessary, there- 
fore, to provide funds for the rental of office spaces. This is the same amount as 
estimated for rental for the Commission of Intergovernmental Relations. 

Printing and reproduction.—The estimate for this item ranges from $20,000 to 
$27,000. Included within this item is the cost of reproducing the report of the 
Commission. Since this Commission’s report will be of great interest to large 
groups of people, it is desirable to provide adequate funds for prin ting purposes. 
The numerous major problem areas included within the Commission’s assignment 
may make it desirable for the Commission to issue a series of individual reports as 
the Hoover Commission did. This will permit those interested in only one aspect 
of the Commission’s work to secure the material they desire without having to 
obtain the entire report. Also included within this item are miscellaneous ex- 
penses such as the procurement of congressional documents, the cost of ditto 
reproduction, and the printin g of letterhead stationary. 

Other contractual services.—This estimate, ranging from $50,000 to $70,000 is for 
the purpose of contracting with universities, research firms, and other institutions 
for specialized jobs that can be handled more efficiently in this manner than by 
the staff of the Commission or by instrumentalities of the Government. The vast 
bulk of the work of the Commission, however, will be handled by Government 
agencies, executive or congressional. By way of comparison, the Hoover Com- 
mission spent on an average of $550,000 each year for these contractual services. 
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Supplies and materials.—This estimate of $10,000 is based on experience which 
has demonstrated that supplies for a Commission of this sort will cost approxi- 
mately $125 per employee. A figure of 80 employees has been assumed for 
purposes of this calculation which assumes a staff somewhere within the range of 
60 to 80 mentioned above plus consultants. 

Equipment.—This estimate, ranging, from $15,000 to $20,000 is based on knowl- 
edge that equipment per employee will cost between $125 and $300 per employee, 
exclusive of typewriters. Typewriters will cost about $135 apiece which means 
the $3,000 to $4,000 will be required for this item alone. The lower end of the 
range of per employee cost of equipment has been used. . 

Mr. Hueues. That is authorizing legislation in the Trade Agree- 
ment Act which, of course, is now in conference, not on the point that 
is involved in this particular Commission, but on the point of the 


number of people on the Tariff Commission. 


TRADE POLICY STUDY 


The basis of the President’s recommendation for the extension of the 
act concerning reciprocal trade treaties included a proposal for the 
appointment of a commission for going into the whole background and 
bring forth recommendations concerning the proper foreign trade 
policy of the United States. This was to be done before the question 
came up again next year in connection with the question of the new 
expiry date of the present act. 

This proposal is a fund for such a commission to carry out its duties. 
We have had to make it on a rough estimate basis because we have no 
commission appointed and, in fact, as you know, the law has not yet 
been passed. But because of the short time in which the commission 
is to operate—It must report next spring—we had to estimate costs 
as best we could from prev ious experience and from the general 
assignment of this Commission’s work. 

Senator Corpon. What did the House do with this figure? 

Mr. Huaeues. $500,000. 

Senator Corpon. That is the amount requested. Your appearance 
here is just in support of the House action? 

Mr. Huaues. That is our request. 

Senator Corpon. This is the 17-man Commission provided for in 
the extension of the trade acreement, is it? 

Mr. Huacues. That is right. 

Senator Corpon. That Commission’s obligation goes beyond the 
question of the Reciprocal Trade Agreements Act? 

Mr. Hueues. It takes in the whole field. The very first reference 
of things it has to do with has to do with the Constitution. So you 
see it goes a long way back. 

Senator Corpon. I think it is a job that long needed doing. I 
voice a hope that 17 men are not too many to get together on some- 
thine. 

Mr. Huaues. And that they can come forth by the date in March 
that they are supposed to. 

Senator Corpvon. That is right. 

Mr. Hueues. But we have to provide the money if they are going 
to have a hope of doing it. 

Senator Corpon. I take it your estimate of $500,000 has some 
foundation in former experience or something of that sort? 
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Mr. Hueues. That is right. It is based on a study of what we 
might expect them to need and to use in the way of personnel and 
expenses. 

We have a list in the justification that covers that, 

Senator Corpon. Did the House provide any money for this? 

Mr. Huaues. We discussed it with the Appropriations Committee. 
The House had no objection on the amount, but at that time there 
was a considerable dispute in the meeting concerning who was going 
to be appointed on the Commission. So, apparently it was decided 
to leave it to the Senate to add it to the bill. Then it would be dealt 
with in conference. But there was no dispute raised on the amount. 

Senator Corpon. That is one method of settling a dispute. 

Are there any questions, gentlemen? 


CoMMISSION ON INTERGOVERNMENTAL RELATIONS 


Senator Corpon. Next is the Commission on Intergovernmental 
Relations. 

We will also insert the justification for this item into the record. 

(The justification referred to follows:) 


COMMISSION ON INTERGOVERNMENTAL RELATIONS 
SALARIES AND EXPENSES 
Budget estimate for supplemental appropriation for fiscal year 1954 


For expenses necessary for the Commission on Intergovernmental Relations, 
including expenses of attendance at meetings concerned with the purposes of this 
appropriation, and not to exceed $16,700 for expenses of travel, $500,000, to re- 
main available until September 1, 1954. 


STATEMENT OF JUSTIFICATION 


Public Law 109, approved July 10, 1953, provides for the establishment of a 
Commission on Intergovernmental Relations of 25 members, 5 to be appointed 
by the Speaker of the House, 5 by the President of the Senate, and 15 by the 
President. The act provides compensation of $50 per day for each Commis- 
sioner when he is not being otherwise paid. 

This legislation, strongly recommended by the President in a special message 
March 30, 1953, establishes this temporary Commission for the purpose of study- 
ing and making recommendations on the proper role of the Federal Government 
in relation to the States and their political subdivisions. The first section of the 
law declares the necessity for such studies and the necessity for adjustment of 
intergovernmental relations so that each level of government discharges ir a sound 
and effective manner those functions which belong within its jurisdiction. 

In the statement of duties, the Commission is generally charged with carrying 
out the purposes of section 1. In addition, it is directed to study and investigate 
all present activities in which Federal aid is extended to State and local govern- 
ments, the interrelationships of the financing of this aid, and the sources of Gov- 
ernment financing. The Commission is to determine and report on several speci- 
fied points: (1) whether there is justification for Federal aid in the various fields 
where it is given; (2) whether there are other fields in which such aid should be 
extended; (3) whether Federal control with respect to these activities should be 
limited, and, if so, to what extent; and (4) whether Federal aid should be limited 
to cases of need. In addition, the Commission is to determine and report on all 
other matters incident to such Federal aid, including the ability of the Federal 
Government and the States to finance activities of this nature. 

Although given a report deadline of March 1, 1954, the Commission may make 
such earlier reports to the President as the President may request or the Commis- 
sion deems appropriate. The final report is to be transmitted by the President 
to the Congress. 
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The Commission may conduct hearings and may subpena witnesses and records, 
or delegate these powers to any subcommittee or member. Also, it may secure 
necessary information from any part of the executive branch of the Federal 
Government. 

The Federal Government is now aiding State and local governments substan- 
tially in such fields as welfare, highways, airports, education, health, and housing. 
Altogether, as the President pointed out in his message, there are now more than 
30 such grant programs involving Federal expenditures of well over $2 billion a 
year. In addition, proposals for increased grants-in-aid and for new programs are 
considered at every session of the Congress. 

The Commission will also have to consider the fiscal resources available to the 
Federal and State governments, and is expected to make suggestions to reduce 
tax competition, overlapping, or duplication, and to recommend other improve- 
ments in Federal-State-local relations. In short, its mission covers the broad and 
intricate question of the proper roles and relationships between the Federal 
Government on one hand and the States and their subdivisions on the other. 

Until the Commission is formed and develops its program, no detailed estimates 
of its requirements can be made. Under such circumstances, the usual practice 
would be to provide an agency with an initial appropriation to organize and to 
plan its program, and then require it to request an additional appropriation to 
complete its work. In the case of the Commission, however, this does not seem 
to be feasible, since the law requires the Commission to file a final report by March 
1, 1954. Because of the large and complex area which the Commission must 
study, the work should begin immediately after the Commission is appointed and 
move forward without interruption if the study is to be completed by March 1, 
1954, approximately 7 months from now. Therefore, it seems necessary that the 
Commission be provided initially with sufficient funds to complete the study and 
file its final report. 

This appropriation request of $500,000 represents a judgment, arrived at by 
the Bureau of the Budget on the basis of the experience of other somewhat similar 
study groups, as to the funds needed to finance the activities of the Commission. 
On the basis of such experience, we have estimated the probable range of the 
Commission’s need for each relevant object class of expenditure. The total of 
$500,000 which the President has requested is not the sum of either the high or the 
low amounts but represents our judgment of the required total based on these. 


items. A summary of the objects and a brief statement about each item follows. 
Object classification Estimated obligations 
01 Personal services ee ceil he __...... $240, 000—$275, 000 
02 . Travel ; ; phianniion t ent in i 20, 000— 30, 000 
04 Communication services ; ch 5,000-— 5,000 
05 Rents and utility serVices___- ee oe ee ee 20, 000— 20, 000 


06 Printing and reproduction x hs” 15,000— 15, 000 
07 Other contractual services = a : _._... 150, 000— 190, 000 
O& Supplies and materials - - - sat igi dane _ 10, 000— 10, 000 
08 Equipment... ......... ie Wt 6 We ee 6 ole ea ace 15, 000— 15, 000 


FAN ot « nieais peso an ohana SAE eats i fae Po gst 500, 000 


Personal services.—The members of the Commission who are paid as Members 
of Congress, as officials of the executive branch, or as officials of State or local 
governments will not draw additional pay under this appropriation. The esti- 
mate there‘ore is based on an assumption that probably no more than 10 or 12 
me nbers will draw the members’ compensation of $50 a day while engaged in 
business of the Commission, and that these members will average about 20 to 30 
days, ‘or at tal ot $13,000 to $15,000. 

‘The staff is assumed to consist of various special consultants employed for a 
total of 4 man-yvears and a force of full-time employees for a total of 30 man-years. 
The 30 man-vears include both professional and clerical workers. The number 
of individual employees involved would be greater, of course. Most of the 
services would be rendered prior to March 1, 1954, since only 2 or 3 employees 
should be needed during the 6 months after the report is filed. In view of the 
short period available for the study, and the broad and complex nature of the 
assignments stated in the law, it is important that the Commission be enabled 
to employ a staff of adequate size and competence. The estimate assumes that 
$50,000 to $60,000 will be required for consultants and a minimum of $175,000 
to $200,000 for full-time staff. 

Travel.—The estimate of $20,000 to $30,000 includes travel expense of mem- 
bers and staff. It assumes that the 25 members of the Commission will average 


> 


$25 a day for an average of 25 days each, making an estimate of $9,625 for the 
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members alone. Some may have greater expense because they travel farther or 
more frequently; others may have less. Staff travel will be additional. 

‘The law authorizes hearings, and the nature of the Commission’s assignment 
suggests that these may have to be held in various parts of the country. Fact- 
finding investigations and consultations will require travel by the staff. 

It should be noted that the House placed a limit of $16,700 on total expendi- 
tures for travel. ‘This may prove too restrictive. 

Communication services.—The estimate of $5,000 is for telephone, telegraph, 
and other communication seivices. With 25 Commission members possibly 
residing in scattered parts of the country, with the necessity for consultation 
with many individuals, groups, and various State and local governments, and 
with the short time available for its work, the Commission doubtless will have 
substantial need of rapid means of communication. 

Rents and utility services.—Efforts will be made to obtain Government-owned 
space for the Commission, but the Public Buildings Administration has advised 
us that at present such space is not available or in sight. We have estimated 
therefore that $20,000 may be required to pay for rented office space and utility 
services. 

Printing and reproduction.—The principal item of printing will probably be 
for the Commission’s final report and any interim reports it may issue. There 
will, however, be other printing costs, such as forms to be used in the collection 
of data and the reproduction of report drafts, briefs, and similar materials. The 
estimate assumes $15,000 will be needed for this object class. 

Other contractual services.— Next to personal services, the major item is roughly 
$170,000 for contractual services. The Commission may wish to let contracts 
for certain of the fact-finding investigations. For example, it may decide to 
ask the Bureau of the Census to make special compilations on State and local 
government finances, or it may arrange with various independent research or- 
ganizations, universities, or other competent groups to undertake selected proj- 
ects. In the short time available, the Commission probably could not assemble 
its own staff for these studies, and, in fact, it might not be economical or efficient 
to bring together so large a special staff for all the necessary projects. 

Supplies and materials —The estimate of $10,000 for supplies assumes that 
the Commission will need, on the average, between $100 and $150 of supplies 
for each employee and Commission member. 

Equipment.—The estimate for equipment, $15,000, includes typewriters, other 
office machinery, and furniture. fforts will be made to obtain these items from 
existing inventories of other agencies, but the Commission will need money to 
pay for them, 

Other objects —Since the estimates are necessarily tentative, separate items are 
not specified for other object classes for which small amounts may be required 
for example, taxes and assessments or the transportation of things. 


Mr. Hucues. There again we have the same problem as in the 
previous Commission proposal, a short-lived Commission that has not 
been appointed. It has finally been authorized. So that as soon as 
the members are appointed they will, of course, be expected to start. 
This is approximately the same type of expenditure, and we have 
set the same figure, $500,000. This Commission will also have to 
report next spring. 

Senator Corpon. I am inclined to believe that while this is a praise- 
worthy objective, after the Commission gets through with it, irres- 
pective of what it recommends, the ship of State will continue along 
about the same rate of speed and in the same general direction, carry- 
ing about the same number and character of subsidies. 

Mr. Hueues. | will say this, Senator, that there are a large number 
of items that have been prepared for them to look into. We hope 
some of them will at least produce some results. 

Senator Corvon. Did the House act on this? 

Mr. Hugues. Yes; they passed this. 

Senator Corpon. This is a 25-man Commission? 

Mr. Hucues. Yes. 

Senator Corpon. It has always been my experience that you are 
in hot water the minute you get over three. 
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Hoover Commission 


Senator Corpon. Next is the Hoover Commissicn. 

We will insert at this point in the record the justification covering 
this item. 

(The justification referred to follows:) 


Commission To Be EstaBuisuep By 8S. 106 


SALARIES AND EXPENSES—BUDGET ESTIMATES FOR SUPPLEMENTAL APPROPRIATION 
FOR FISCAL YEAR 1954 





For expenses necessary for the Commission on — , including expenses of 
attendance at meetings concerned with the purposes of this appropriation, 
$250,000: Provided, That this paragraph shall be effective only upon the enact- 
ment into law, during the Ist session of the 83d Congress, of 8. 106.” 


STATEMENT OF JUSTIFICATION 


S. 106, which passed the Senate May 6, 1953, provides for the establishment of 
a Commission of 12 members, 4 of whom would be appointed by the President 
of the United States (2 from the executive branch and 2 from private life), 4 by 
the President of the Senate (2 from the Senate and 2 from private life), and 4 
by the Speaker of the House of Representatives (2 from the House and 2 
from private life). On June 4, 1953, the House passed 8. 106 after substituting 
therefor the amended language of the companion bill, H. R. 992, which differs 
from the Senate-passed version in five particulars. These differences do not 
affect the major purposes or effects of the bill but do affect the name of the 
Commission; it is for this reason that the name of the Commission is left blank 
in the proposed appropriation language. 

The duties of the Commission are to study and investigate the present organi- 
zation and methods of operations of agencies of the executive branch of the 
Government, and to report to the Congress what changes therein are necessary to 
accomplish certain purposes set forth in the act. These purposes are contained in 
the policy of the Congress declared in section 1 of the act; namely, to promote 
economy, efficiency, and improved service in the transaction of the public business 
in the agencies of the executive branch by 

“(1) recommending methods and procedures for reducing expenditures to the 
lowest amount consistent with the efficient performance of essential services, 
activities, and functions; 

‘(2) eliminating duplication and overlapping of services, activities, and 
functions; 

“(3) consolidating services, activities, and functions of a similar rature; 

“(4) abolishing services, activities, and functions not necessary to the efficient 
conduct of government; 

(5) eliminating nonessential services, functions, and activities which are 
competitive with private enterprise; 

““(6) defining responsibilities of officials; and 

“(7) relocating agencies now responsible directly to the President in depart- 
ments or other agencies.”’ 

The bill provides that the Commission shall submit to the Congress interim 
reports at such times as the Commission deems necessary, a comprehersive 
report of its activities and the results of its studies on or before December 31, 1954, 
and a final report not later than May 31, 1955, at which time the Commission 
shall cease to exist. 

The bill authorizes compensation of $50 per diem, plus reimbursement for 
travel, subsistence, and other necessary expenses, for each of the 6 members of the 
Commission appointed from private life. It permits such reimbursements for 
the other six members who are Members of Congress or officers of the executive 
branch of the Government, but no additional compensation for these members. 
The bill further permits the Commission to appoint and fix the compensation of 
personnel to serve on its staff. (The Senate version requires such actions to be in 
accordance with the provisions of the civil-service laws and the Classification Act 
of 1949, as amended; the House version permits this employment without regard 
to those laws.) The bill also authorizes the Commission to procure the temporary 
and intermittent services of specialists and consultants, who may be compensated 
at not to exceed $50 per diem for individuals. 
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The commission proposed to be established by S. 106, and the purposes of its 
study, are very similar to those provided by the Congress in Public Law 162 
80th Congress, Ist session, approved July 7, 1947, as amended, which established 
the so-called Hoover Commission, the Commission on Organization of the Execu- 
tive Branch of the Government. That previous Commission completed its 
studies and filed a series of 20 reports to the Congress during the 1st session of the 
8lst Congress. 

The fields of inquiry of the new Commission proposed in 8. 106 would be some- 
what broader than those covered by the Hoover Commission. This is reflected 
by the addition of the last three purposes cited above, which were not included in 
the act creating the Hoover Commission. It is also reflected in the testimony of 
the sponsors of the legislation, which stressed the need for the new Commission to 

o into matters related to the need and essentiality of Government functions. 
‘he Senate sponsor, Senator Ferguson, testified before the Senate Committee on 
Government Operations as follows: 

“* * * the original Hoover Commission did an outstanding job, but its 
activities were limited to a study of the efficient conduct of the activities of the 
Government and it did not make recommendations on the important question of 
whether or not the Government should perform a given activity or service. 
* * * Herein lies an enormous field which has not [received] the close and overall 
scrutiny which is essential if we are to keep the size of our Government within 
bounds of reason and its cost within the means of our citizens. * * *” 

The House sponsor, Representative Clarence J. Brown, said: 

“The thought behind the legislation Senator Ferguson and I have introduced 
has been * * * not only to carry on the work of the Hoover Commission on 
Government organization, * * * but to go into certain fields that the Hoover 
Commission itself could not go into. * * * In other words, the Hoover Com- 
mission was limited to the study of the Government structure, that is, of the 
executive department, and as to how we could make it work more efficiently and 
more economically to do the things that it was doing, and not to pass upon whether 
or not it should be done at all, or whether some other things should be done, or 
some other ways should be thought of. * * * We did not have the power to 
recommend a complete elimination or abolition of an activity, but only, ‘Inasmuch 
as you are doing so and so, here is the best way to do it, the most efficient way.’ ”’ 

Until the Commission is appointed and determines the details of its program, 
no precise estimates of its requirements can be made. Under these circumstances, 
the usual practice is to provide an initial appropriation to organize and plan its 
program, and to require the Commission to request an additional appropriation 
to complete its work. Accordingly, this appropriation request of $250,000 is an 
estimate, developed by the Bureau of the Budget, of funds needed primarily to 
finance the initial activities of the Commission until it is able to determine what 
additional funds may be necessary to carry its studies to completion. This appro- 
priation would be effective only upon the enactment into law, during the first 
session of the 83d Congress, of 5S. 106. 

A summary of obligations by object of expenditure, with a brief description of 
the estimates for personal services and for other objects, is attached hereto. 


Summary of obligations by object 
Estimated 


Object classification: obligation 
SS I EEE TIE GE nage 

02 Travel-_- os ded aay he et god ee as Bl 22, 000 

04 Communication services... _--- Saidech Pili ihy ohh ibaa da 5, 000 

05 Rents and utility services__._. ~~ bi bd eoeuean% om brdee 16, 000 
ewe Ore ONOURUOUOR. S65. 6 62s ent bk nok wns 2, 000 

O7 Other contractual services_ —__ a ante: Ss aah coe 3, 000 

Ce mepeee. ..........-. a a a ‘ 10, 000 

oe meetene. 2... Soest PH. fae I... =. : ; 5, 000 
PN et eolt De esi eitéc nds Grand ahs dele ead wn chews 250, 000 


Personal services.—The estimate of $187,000 would provide compensation for the 
six members of the Commission to be chosen from public life and would enable 
the Commission to employ a staff of professional and clerical employees and a 
limited number of consultants (less than 1 men-year). With a smell staff and 
a few consultants the Commission will be able to lay out its program, determine 
the studies and examinations to be undertsken by its st: ff and consultants or by 
contractors, and develop its future finencicl requirements. Any extensive use 
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of consultants in the conduct of studies would, however, as in the case of con- 
tractual services so used (see below), be dependent upon a supplemental appro- 
priation for the Commission, developed after it has had an opportunity to formu- 
late its program and determine its operating arrangements. 

This estimate for personal services includes $165,000 to meet the full-year cost 
of a staff of 30 to 35 regular employees (except for an assumed lapse during the 
period of initial recruiting) and, accordingly exceeds the amount that would be 
required for such employees if the estimate were confined solely to the period of 
organizing the Commission and formulating its program; it is estimated that 
one-third of the personal services expenditures for such regular, full-time em- 
ployees, amounting to approximately $55,000, would not txke place until the last 
quarter of fiscal year 1954, by which time the Commission can be expected to 
propose a supplemental appropriation covering its more complete fund require- 
ments 

Other objects —The remainder of the estimate is designed to provide for the 
Commission’s initial requirements of travel funds, communication services, oJice 
space, supplies and equipment. Travel funds will b» required both for out-of- 
town commissioners in attending meetings; or ocersiznal travel for Commission 
members in connection with examinations undertaken, and for travel by employees 
and consultants in connection with such examinations; the travel funds are also 
necded to finance local transportation, pro ided by taxis. Expenses for com- 
munication services, printing and reproduction, other contractual services, sup- 
plies, and equipment are estimated on a basis of routine requirements needed in 
setting up and operating the Commission’s office and staff. Equipment required 
by the Commission will be provided largely v ithout cost from the stocks available 
or from surpluses in other agencies, and the amount of purchased, new equipment 
will be held to a minimum. 

Office space requirements will be met out of Government-owned space, if pos- 
sible, but the General Services Administration advises that such space may not 
be available. No funds are provided for extensive contractual services in the 
award of contracts covering studies and examinations desired by the Commis- 
sion, in the manner by which the Hoover Commission arranged for the bulk of 
its studies, on the assumption that such an estimate can only be developed after 
the Commission has formulated its program and determined its method of pro- 
cedure. Only a minimum amount is estimated for printing and reproduction, 
excluding any funds for the printing of the Commission’s reports to the Cone 
gress; most of the latter will not occur until the fiscal year 1955. 

Senator Corpon. How many are involved here? 

rT. 7 . . 

Mr. Hucues. Twelve. We have the additional advantage that 
the House did not have at this time, that we have the prospective 
chairman of this Commission now. 

Senator Corpon. Did he refuse this work before? 

Mr. Hucues. No. This new Commission has a larger field than 

oe rah ines 5 
the previous Hoover Commission. There are such duties as abolishing 
services, activities and functions not necessary to the efficient conduct 
of Government, eliminating nonessential services, functions, and 
activities which are competitive with private enterprise; defining 
responsibilities of officials, and relocating agencies now responsible 
directly to the President in departments or other agencies. So he 
has a much larger opportunity to tackle the job in this present Com- 
mission than he did before. 


PERSONNEL CARRYOVER 


However, he intends to use a number of the same people that he 
had before so that there will be a carryover of experience and knowl- 
edve which will be very helpful. 

You will notice for this particular bill we have proposed $250,000 
because at the time we approached the House there was no Commis- 
sion. We had no idea of exactly the scope of the work and when it 
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would start. So this was an interim amount without anything in 
for contractual services and experts and so forth and so on. 

I am informed today, that it was discussed yesterday with President 
Hoover, and he wants to get started right away. So there is definitely 
a possibility that it would be advantageous to increase this amount 

Senator Corpon. What did this other Commission cost? 


PREVIOUS EXPENSES 


Mr. Huaues. The Hoover Commission spent about $1,900,000 in 
2 years, the previous one. They started out with $750,000 the first 
year. 

Senator Corpon. Do you think we ever did get a dollar of value 
out of it other than some recommendations that we know in many 
respects were sound? 

Mr. Hvuaues. | think so. I think it developed a little different 
attitude in a lot of peoples minds as to operations which has been 
helpful. 1 don’t think it had the full support in the top echelon that 
it might get this time. So I believe it should accomplish a great deal 
more on this occasion. 

Senator Corvon. The Chair ventures the hope that this Commission 
will not repeat what the Chair believes was the mistake of the other 
Commission; namely, that a monopoly is a monopoly whether it is in 
private enterprise or Government. ‘The only difference is that it can 
be controlled in private enterprise. 

Is there question about this one, gentlemen? 

Mr. Hucues. The only question is that you consider whether you 
do not want to add something to it in these particular circumstances. 

Senator Corvon. We will consider it. 

Mr. Hueues. He does need to get started. 

Senator Corpon. He should. We have set it up. That is another 
one of those cases, Senator Dworshak, when, if there is anybody to 
be kicked, you and I know where to place the boot. We set up this 
thing and created it, and if it is going to run into money we know whom 
to blame. 

Senator DworsHak. They ought to make recommendations which 
will result in effecting economies and greater efficiency, which will 
save a great deal of money. 

The first commission, as I recall, had its findings publicized by the 
junior chamber of commerce and the Committee for the Hoover 
Commission. There was a lot of good publicity as well as propa- 
ganda trying to create the impression that we could save several billions 
of dollars. 

We did save a few millions, and while I think there were some salu- 
tary effects as a result of the Hoover Commission’s work, of course, 
the public never got the real facts concerning the savings because, as 
you say, in top echelons there was only lip service. I think in the 
future a much better job can be done in carrying out any recom- 
mendations of that kind. 

Mr. Hueues. And those that are interested in that need to work 
together with the Congress and make sure that is accomplished. We 
certainly shall try to do that. 

Senator Corpon. Does that complete your items? 

Mr. Hueues. That completes the list, and, as I say, these are all 
money-saving aims. 
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Supversive Activities Conrrot Boarp 


STATEMENTS OF HARRY P. CAIN, BOARD MEMBER; GEORGE R. 
GALLAGHER, GENERAL COUNSEL, AND ARTHUR A. KICSAR, 
BUDGET OFFICER, SUBVERSIVE ACIVITIES CONTROL BOARD 


JUSTIFICATION 


Senator Corpon. I am happy to see before us a former member of 
this august body, Senator Cain. 


We will first insert in the record this supplemental budget estimate. 
(The justification referred to follows:) 


JUSTIFICATION OF THE SUPPLEMENTAL 1954 BupGetT EsTIMaATES 
CREATION OF BOARD 


The Subversive Activities Control Act of 1950, which is title I of the Internal 
Security Act of 1950 (Public Law 831, 81st Cong.), provides for the establishment 
of the Subversive Activities Control Board. The Board was formally organized 
on November 1, 1950. 


SUPPLEMENTAL REQUIREMENTS FOR 1954 


This request is in the amount of $150,000, and will provide funds for the remain- 
der of the fiscal year 1954. The funds provided in the First Independent Offices 
Appropriation Act, 1954, were in the sum of $200,000, and were to finance the 
operations of the Board until the second session of the present Congress. 


GENERAL DUTIES OF THE BOARD 


It is the duty of the Board, upon application by the Attorney General, or by 
any organization or individual covered by the act, to determine whether any such 
organization is a ‘‘Communist-action organization” or a ‘‘Communist-front organ- 
ization” within the meaning of the act, and whether any such individual is an 
officer of either a registered Communist-action organization or Communist-front 
organization or is a member of any Communist-action organization registered, or 
which by final order of the Board has been required to register under the provisions 
of the act. 

The performance of these duties requires a system of hearings; the preparation 
of related reports; the rendition of decisions by the Board, the ultimate issuance 
of final orders by the Board; and the certification of records on appeals. 

The Board has no power to initiate proceedings or to conduct investigations. 
The workload depends entirely upon the number of petitions filed with the Board 
by the Attorney General to compel registration of Communist-action or Com- 
munist-front organizations or members of the former, and upon the number of 
petitions filed by these organizations and indi: iduals claimed to be officers or 
members of Communist-action organizations or officers of Communist-front 
organizations to have their names removed from the lists. 


WORK PLANS FOR THE FISCAL YKAR 1954 


1. Twelve petitions were filed in April 1953. Representatives of the Depart- 
ment of Justice advise that 12 additional Communist-front cases will be filed 
during the fiscal vear 1954. This makes a potential workload of 24 cases for 1954, 

2. Oral argument was held during Mav and June 1953 on various motions filed 
by the 12 respondents. 

3. Formal hearings on several cases will begin during the first quarter of the 
1954 fiscal vear. The Board expects to have at least 6 hearings under way by 
December 31, 1953, and hopes to complete at least 7 cases by June 30, 1954. 

4. This will leave a carryover workload of 17 cases for determination during 
1955. If the hearings held during 1954 are completed sooner than is estimated, 
this carryover workload will be reduced according], unless increased by further 
filings by the Attorney General. 

5. The Board plans to appoint hearing examiners to conduct hearings in cases 
as they reach the stage of taking testimony. 
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6. The supplemental funds requested herein and the estimated personnel 
requirements are based on these plans. 

7. The formula used in determining the number of hearing examiners required 
follows: 








Months 

The average length of each hearing. _____._..____.--.--.------- 6 
The average length of time required for summarization of the evidence and 

writing the findings and recommendations--_._.......-.------.----- 2 
Total of hearing examiner’s time on each case_________-_-------- 

Cases 

Workload carried over from 1953__._.....--_------- wives pes pass is 12 

Workload tobe rentived in 1054... 255. foci s occ ls se eee. 12 

En 0d, OO TOR TOO kiss oie Dh. can eh ns do ori em onane 24 

Estimated number of cases to be completed in 1')54__..-_____.---.----- 7 

Workload to be carried over to 1955_._........-_--.------ 17 

COS Oe Fe ON BR Be hs. Bo menietani ti capt aedesernn he 7 
a a eo serene dlpailg Seasthsd Seil Bis ale ope ew lane 

Geen tena, eet ous edb sdk Js ca 56 

Cocsyarteiee Wadi oeiile «dc 8 ooo ks Bite ead weigh e css Se be 5 

Hearing-examiner man-years available in 1954. __.___._._.-.-------.--- 5 

Total number of hearing-examiner positions prov ided for in Se 6 


SALARIES AND EXPENSES, SUBVERSIVE ACTIVITIES CONTROL BOARD 


Salaries and expenses: For an additional amount for the salaries and expenses 
of the Subversive Activities Control Board, $150,000 (sec. 12, title I of the 
Internal Security Act of 1950 (50 U.S. C. 791), as amended). 

Supplemental estimate, 1954, $150,000. 

Senator Corpon. The floor is yours, gentleman. 

Mr. Carn. Gentlemen, I am equally pleased by this opportunity 
today to confer with those who have been my colleagues and remain 
now and always my friends. But that obviously has nothing to do 
with the purpose which brings me here this afternoon. 

Mr. Chairman, because of the unavoidable absence of the chairman 
of the Subversive Activities Control Board, Mr. Tom Herbert, who 
is for today in Ohio, I am privileged to speak for that board and am 
desirous of answering any or as many questions as your committee 
may have concerning the progress of our board and its operations. 


HOUSE APPROPRIATION 


As you gentlemen are aware, the House has recently granted a 
supplemental appropriation in the sum of $70,000 for the fiscal 1954 
work of the Subversive Activities Control Board. This sum, when 
added to the $200,000 previously agreed to by the Houses of the 
Congress, would provide our board with a fiscal 1954 budget of 
$270,000. 

I thought, sir, that you would like to know what we could and 
would do with that $270,000. 

Senator Corpon. We would. 

Mr. Cain. In addition to which, with your permission, I would 
like to express our board’s opinion as to what we would do with an 
additional $80,000, or a total of $350,000, which was our original 
budget request of the Congress as it had been studied and approved 
by the Budget Bureau. 
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HEARING EXAMINERS 


If we are granted finally $270,000 for fiscal 1954. the Board can 
maintain its present overall personnel strength of 30 staff members, 
which includes the 5 Board members, and add to that total, 1 hearing 
examiner. 

Mr. Chairman, the Board, for understandable reasons, has not, 
since it was first created in the latter part of 1950, had any hearing 
examiners on its payroll or on its staff. Until the latter part of April 
1953, the Subversive Activities Control Board had before it but a 
single concern. The Board spent all of the months from its 1950 
inception in adjudicating the single petition which was before it. 
That was the Attorney General of the United States versus the 
Communist Party case. 

Rather than employing hearing examiners to take testimony in 
that initial and base petition it had been determined by Mr. Seth 
Richardson, the first Chairman of the Board, that the Board itself 
ought to take the testimony on that case. That was for 2 reasons, 
as I understand it from the record: 1 reason being that the Board 
only had a single case before it. 

Secondly, the Chairman, and I assume the Board, thought it ad- 
vantageous and proper for all members of the Board to study care- 
fully the first case, which in itself was a new experience for a new 
board conducted by members, few if any of whom had ever been ac- 
tively concerned with the study of communism before. 


COMMUNIST PARTY CASE 


Senator Corpon. Senator, can you give us a little thumbnail back- 
ground of what you term “the case” that the Board had before it in 
the first instance? TI think it would be well for the record to indicate 
just what the Board had done with its time since its inception in 1950. 
And also how did the matter come before the Board. 

Mr. Cain. Mr. Chairman, the work of the Subversive Activities 
Control Board is determined entirely by the Attorney General.of the 
United States. By terms of title T of the Internal Security Act of 
1950 the Attorney General is authorized to lay before the Board 
petitions in which it is alleged that a particular group is a Communist 
action or a Communist-front organization. 

The first case laid before the Board by the Attorney General was 
his allegation that there did exist in the United States—which most 
Americans have known to exist for a long time—a Communist Party. 
The Attorney General of the United States sought through his petition 
to establish as being true that the Communist Party of the United 
States was controlled and supervised and to a considerable degree 
financed by the Communist Party as it has and does exist today in a 
foreign government. 

Senator Corpon. Namely Russia? 

Mr. Cain. Yes, sir. 

The Board took, as I understand it—for I became a member of the 
Board on the Ist of May of this year—about 2 years in adjudicating 
the Attorney General’s petition. 

This Board, sir, is a quasi-judicial body. It acts as judge and jury 
in determining or reaching judgments on testimony Offered to it by 
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the prosecutor or Attorney General of the United States and by the 
defendent, whoever that might be. 

After many months had gone by, it was on the 20th day of April 
1953 that the Board wrote its order and report which found for the 
Attorney General that there did exist in this country a Communist 
Party, which owed its allegiance and derived its jurisdiction and 
authority from the Communist Party overseas. 

Senator Corvon. I take it that since you have been on the Board 
you have had an opportunity to review that first proceeding the 
Board handled? 

Mr. Cain. In a limited way, sir, for i it will take me the better part of 
another 3 or 4 months, not just to read but to have a much better 
understanding of the voluminous transcript of that case than I have 
been permitted to do so far. 


ALLEGATION NAMING INDIVIDUALS 


Senator Corpon. When a petition was filed before the Subversive 
Activities Control Board by the Attorney General, do you know that 
there was an allegation as to the names of individuals alleged to be 
the officers or to be in some wise connected with the direction of the 
Communist Party? 

Mr. Cain. Yes, sir. 

Senator Corvon. So that there were individuals named who were 
notified of the pendency of this proceeding, and they came in and 
conducted the defense; is that correct? 

Mr. Carn. That is obviously true, sir, because most of the groups 
in question are established concerns. Their officers of record are 
notified whenever the Attorney General lays any petition concerning 
their organizations before the Board. 

For the moment it may suffice to simply restate that the work of 
the Board up until late April 1953 was concerned solely with adjudi- 
cating the merits of the Communist Party petition laid before the 
Board by the Attorney General many months ago. 

Within 3 or 4 days, Mr. Chairman, after the Board wrote and 
submitted its first report and order on the Communist case the 
Attorney General submitted to the Board 12 petitions, in which it 
was alleged that each of 12 organizations, the names of which I 
have brought along for your general information and, I think, for 
the benefit of the record, are Communist-front organizations. The 
Board since the day these 12 petitions were received have heard oral 
argument and considered and disposed of a variety of motions cover- 
ing a variety of legal questions as entered by the respective defendents 
or respondents. 

It is the hope and expectation of the Board that within the next 
6 weeks or 2 months we shall have joined the issue, having disposed 
of all the motions, in a majority of these Communist-front petitions. 


TOTAL STAFF 


If we are given the $270,000 which has now been agreed to for fiscal 
1954 by the House, we shall, as I mentioned retain our present staff, 
consisting of 30 persons overall. 

Senator Cornvon. How many hearing examiners have you? 
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Mr. Carn. We have no hearing examiners, Mr. Chairman. 

Senator Corpon. You have none? 

Mr. Carn. We have had none and have none now. If we get the 
$270,000 rather than the $350,000 we would prefer to have, if that 
becomes the joint wish of the Congress, we can employ one hearing 
examiner to consider the 12 petitions which are now before the Board. 
If our total appropriation were to be granted in the sum of $350,000 
rather than the $270,000 agreed to by the House, we shall be able to 
employ, Mr. Chairman, what we believe we need for the purpose of 
expediting these cases and accomplishing a first-rate job; we shall 
then be enabled to employ six hearing examiners. 

Not only, Mr. Chairman, are we confronted with these 12 cases, but 
we have been advised by the Attorney General that his staff is in the 
process of preparing as many additional petitions which we can expect 
to receive by approximately the end of this year. 

Senator Corpon. I would suggest, Senator, that the House con- 
templated that it would probably be necessary for your Board to take 
some action such as you have indicated because the language you will 
recall, from the report, carries this sentence: 

The amounts in each instance are provided without regard to subsection (c) of 
section 2679 of the Revised Statutes, which requires the apportionment of funds. 

That is the Anti-Deficiency Act referred to. 

Mr. Carn. Indeed, sir, and we were most grateful for that provision. 

Senator Corpon. When you suggest that the funds are available 
that were provided in the original—— 

Mr. Carn. $200,000, sir. 

Senator Corpon. Plus the funds here? 

Mr. Carn. $70,000. 

Senator Corpon. Assuming there would be no additional funds pro- 
vided by the Senate, that if you followed the Anti-Deficiency Act and 
apportioned the funds in the quarter, then you could not make the 
changes that the Board feels are advisable, if not necessary, with 
respect to adding hearing examiners and the like. 

Mr. Carn. Mr. Chairman, as I understand it, within the limits of 
our first appropriation and the $70,000 supplemental which has been 
provided by the House, we are given all of the latitude and discretion 
which, as a Board, with one exception, we could possibly wish or desire. 


ADDITIONAL HEARING EXAMINERS 


But the point I would like to emphasize is that in the considered 
judgment collectively of the Board, which consists of 5 members, we 
of necessity will wish to employ, within the next several months, 6 
hearing examiners, which action will automatically, if we do that, 
require us to return to the Congress in the early part of the next year 
to ask its concurrence in giving to us the additional $80,000 which I 
am presently suggesting ought to be granted at this time. 

Senator Corpon. Obviously. 

Mr. Carn. Our suggestion, therefore, is that if our premise is cor- 
rect—and we have come in hopes that you would interrogate us very 
strictly and strongly on that premise—if that premise is correct, it 
would seem logical that the appropriations be provided now rather 
than for us to come back and consume an additional period of your 
time at a later date. 
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But I do not want to be misunderstood. This is an important sub- 
ject and we speak as frankly as one possibly can. If we have the 
$270,000 and not another penny we are going to be able to do a job 
of work. It won’t be the kind of work in terms of expendition and 
effectiveness that we believe the job requires or that you gentlemen 
who created this Board would demand of it, but we can do a competent 
job. We can do a much more effective job if hearing examiners take 
testimony rather than to impose the responsibility for taking that 
testimony on the five Board members. 

Senator ELLenpER. Would the cost there be simply to pay for the 
examiner himself, or would there be any added expenses? 

Mr. Carn. Our request covers personal services only. 

Senator Corvon. It is one thing, for instance, to have the necessary 
reporting and clerical service to handle a case. It is quite another 
thing to have 6 cases going: concurrently, with 6 reporting services, 
6 clerical services, 6 recording services, and so forth. 

As a matter of fact, you will have a much heavier current expendi- 
ture month by month if you have additional hearing examiners than 
if you did not have any; is that not correct? 

Mr. Cain. The additional $80,000 which we request is entirely 
in the field of personal services. It would include, however, the 
addition to our staff of more than six hearing examiners. 


DUTIES OF EXECUTIVE SECRETARY 


Our Board, for the reason that up to this time it has only had the 
Communist case before it, has never had an executive secretary whose 
function largely is a double-edged one. He will supervise the Board’s 
operations administratively, which is not too burdensome a chore 
because our ultimate desire for personnel includes only 44. His 
heaviest responsibility will be that of representing the Board indi- 
vidually and collectively to the public because 90 percent or more 
of our time, Mr. Chairman, will be completely preoccupied with 
such findings and testimony as are included in these 2 typical files 
covering 2 of the alleged Communist-front cases. 

The $80,000 would permit us to add 6 hearing examiners, an 
executive secretary, and the several clerical assistants that support 
their endeavors. 

Senator Corpon. For how much do you think you will be able to 
get a hearing examiner? 

Mr. Carn. We pay them at the rate of $10,800. 

Senator Corpon. That would be $54,000 would it not? 

Mr. Carn. Yes, sir. We have an override of approximately 
$12,000, as I have suggested, on the $270,000 total House approved 
appropriation. 

REPORTING SERVICE 


Senator Corpvon. Where do you get your reporting service? 

Mr. Carn. From the general sources which are available to the 
committees of Congress and to the executive branches. 

Senator Corpon. You are going to have an item in here covering 
the running expenses? 

Mr. Carn. We have it, sir. 
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Senator Corpon. I want to look it over and see you are not short- 
changing yourself. 

Mr. Cain. We have an item included in the budget. 

Mr. Chairman, I am accompanied today by Mr. Arthur Kiesar, 
who sits on my right, who concerns himself with fiscal matters before 
the Board, and on my left by Mr. George Gallagher, our General 
Counsel. I thought you might be inte rested, as a lawyer, in some of 
the legal problems before the Board which Mr. Gallagher can freely 
discuss should you have any questions. 

I would like to have Mr. Kiesar, if you please, explain where and 
how we get reporting service for the Board. 

I am reasonably satisfied, Mr. Chairman, that I understand the 
nature of the work which we have in hand. I do not pretend to be 
familiar with all of the technical details, but I think Mr. Kicsar is 
qualified to do that, sir. 


ADEQUATE HEARING SPACE 


Senator Corpon. Do you have adequate space for 5 or 6 concurrent 
hearings? 

Mr. Cain. We are situated on the fourth floor of the Lafayette 
Building at 811 Vermont Avenue NW., which is occupied mostly by 
the Reconstruction Finance Corporation. Though we have made a 
space request against our future requirements, including the six hear- 
ing exanmmners we believe we badly need, we are well accommodated. 
The quarters are commodious, well ventilated, and so situated next 
to each other that we can operate the Board with a minimum of 
confusion. 


Mr. Kiesar is about, sir, to explain from where we get our reporting 
service and why an item for its cost is not included in the budget as I 
thought was the case. 

Senator Corpon. Mr. Kicsar? 

Mr. Kicsar. The stenographic reporting service is provided by a 
negotiated service with the Alderson Reporting Co. and the service 
to our Board for the coming year until June 30 of next year is free. 

Mr. Carn. Is that to say, Mr. Kicsar, one or—— 

Mr. Krosar. Whether we have 1 or 12 hearings going, the services 
are still free under that contract. 

Senator Corpon. I would say you are doing a good job of negotiat- 
ing contracts, so I would suggest the lawyer get ‘consideration for it. 

Mr. GaLiaGuer. That is so they can sell copies to the other parties. 

Senator Corvon. Otherwise that would have been an item? 

Mr. Carn. Yes, sir; it would. 

Senator Corpon. Of course, Senator, you particularly are aware of 
the problem that faces Congress and the country with respect to 
holding down our appropriations, and I do not know just where we 
can go on this request. I take it this is a request for an original 
amount which is $150,000 rather than the $70,000? 

Mr. Carn. It is, indeed, but we offer that request in this sense, 
that we wanted an opportunity to discuss briefly our problem, and 
whatever your determination it will be satisfactory with us. 

I am, however, inclined to believe, Mr. Chairman, that you are of 
the opinion that it will be necessary for us if we are to have 4 or 6 
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hearing examiners—6 being in our view the preferred number—to 
return in the first quarter of 1954. 
Senator Corpon. At least somewhere after the first of the year. 
Mr. Carn. Certainly, sir. : 


PURPOSE OF LANGUAGE CHANGE 


Senator Corpon. That language was inserted in this report ad- 
visedly, of course, and its purpose. was to in nowise restrict you in the 
expenditure of these funds by requiring that you so allocate them as 
to operate for the full year without having any necessity for a de- 
ficiency. 

The only reason there could be for including such language would 
be the knowledge that the workload immediately in front of you was 
such that if you were compelled to comply with the antideficiency 
law, and allocate your funds over 12 months, you should not make 
the direct kind of an approach to your job. 

Mr. Cain. Right, sir. 

Mr. Chairman, might I make this observation? We are apprecia- 
tive for the latitude and discretion given within the sum allocated 
by the House. But it is my view—and shared by the Chairman 
that the House operated on an assumption which we do not believe 
to be valid. The House was completely satisfied, or so I believe, 
that in due course the Board would be confronted with a workload 
which would require additional moneys over and beyond the $270,000. 
But the House was pretty well convinced that until such time as the 
courts have determined our first case, the Attorney General versus 
the Communist Party case, that it would not be possible for the 
Board to proceed to adjudicate the petitions prese ntly before us in 
which it is alleged that particular groups are Communist fronts. 

I just want to say, sir, because it happens to be a fact, that our 
Board can only go on the assumption that the courts will sustain 

Senator Corpon. You have a job to do and it must be within the 
law. Otherwise vou should hand in your resignation. 

Mr. Cain. Right, sir. We are going on the assumption that the 
courts will sustain our findings; in consequence of which, we are 
proceeding as though the original Communist case had already 
resulted in a final adjudication by the courts. That is to say, Mr. 
Chairman, that we now have these 12 cases and we are joining the 
issues in those cases as rapidly as possible. 

As a member of the Board, I could, as a panel of one, take testimony 
on one Communist front case. Each of the other four board members 
could do the same. But I think you would agree that this would not 
be nearly as effective a way in which to proceed and to dispose of these 
cases with all expedition and thoroughness as though we were in a 
position to employ qualified hearing examiners for the purpose of 
taking testimony as between the defendents and the prosecutor. 


POSSIBLE CONSOLIDATION OF CASES 


Senator Corpon. Is there any possibility of consolidation of any 
of these cases? 

Mr. Carin. Mr. Chairman, I think Mr. Gallagher would like to 
address himself to that. 
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Mr. GatiaGcuer. I think they are just different enough that there 
would be no chance of that. And probably it would be administra- 
tively unfeasible to handle the resulting confusion with about 12 
lawyers. . 

Mr. Carn. Mr. Chairman, I think with the exception of one item 
on which I want to ask your advice, that constitutes our case. If we 
do not get our full supplemental request, we are not going out of 
business; in fact we shall expect to do a competent job. if we get the 
$350,000, it will not, in our judgmient, require us to return to the 
Congress in fiscal 1954. 

By using portions of the larger sum to employ hearing examiners, we 
can dispose of cases present and yet to come in the earliest possible 
time, after giving real consideration to the observations, testimony, 
and comments of both the prosecutor, the Attorney General, and the 
defendants themselves. 





COURT APPEALS 


Senator Corpon. Can any one of you gentlemen advise us of the 
status of the original matter, and is there any appesl to the courts? 

Mr. Carn. Mr. Gallagher will speak to that. 

Mr. GatiacHer. The Communist Party appeals in the courts of 
appeals here in the District of Columbia on July 3. Briefs ought to be 
in in the next 3 or 4 months. I would say about next spring there will 
be adjudication by the court of appeals on the case. 

Mr. Cain. Would it please the chairman for me to list the names of 
the 12 cases now pending before the Board, for his information and 
that of his colleagues in the Senate as well? 

Senator Corpon. The present acting chairman would answer that 
in the negative. 

Would you leave a list for the confidential use of the committee? 

Mr. Carn. I will, indeed, sir, if I may offer it here. 

Senator Corvon. Thank you, Senator. 

Thank you very much, gentlemen, for appearing. The record 
will be before the full committee, as you know. 


LIMITATION OF FUNDS FOR PURCHASE OF PERIODICALS 


Mr. Cain. Might I, however, before leaving, Mr. Chairman, have 
your indulgence for just 1 minute? 

Senator Corpon. Certainly. Take any time you want. 

Mr. Carn. There is, as I understand it, in. the Administrative 
Procedures Act, a limitation on most Federal agencies against using 
more than $100 in any annual period for the purchase of periodicals, 
magazines and newspapers. That is an automatic limitation. When 
the Board first appeared before the Senate in support of its original 
budget request, the Senate committee agreed with the request of the 
Board that the limitation be raised from $100 to $500. 

The obvious use we would make of this $500, which would not be 
an increased appropriation, but merely authority to use the $500 
from the total that we got, would be to determine with greater facility 
and thoroughness what was being said and thought about the general 
subject of Communist fronts throughout the country. It is partly 
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the hope of the Board that when articles evidence a lack of information, 
or include misinformation, that the Board will bother, because of its 
positive interest in its work, to write letters to the editor, to authors 
individually, in an effort to clear away uncertainty and lack of infor- 
mation. The Senate, through the chairman of the subcommittee, I 
think, Mr. Saltonstall, was very sympathetic to the Board’s request. 
The matter was discussed on the floor of the Senate and the limitation 
was raised from $100 to $500. 

Senator Corvon. If you are going to cover a very big area of this 
country and you subscribe to periodicals, you will not get far on $100. 

Mr. Cary. That is right, sir. 

We will not get far with $500, but we think we can get the selected 
sources that we actually ought to have. 

Senator Corvon. Is the limitation in last year’s appropriation bill? 

Mr. Carn. Yes, sir. 

The Senate, in having agreed that the limitation ought to be raised 
to $500, discussed that item, among others, in the recent conference. 
The Senate receded from its position, and the limitation therefore 
remains at $100 in the $200,000 appropriation agreed to by both 
Houses of the Congress. 

I do not know that at this late date, or whether in this supplemental 
appropriation, that limitation can yet be reconsidered. But I wanted 
to draw the question to the attention of the chairman and urge his 
consideration of finding a way, if he supports our views, of giving 
us a little more room in which to operate in this particular. 


TYPE OF PERIODICALS 


Senator Corpon. What type of periodical would you subscribe to? 
Do you have in mind daily papers, or weekly and monthly magazines? 

Mr. Carn. For the most part, they would be daily newspapers. 

Senator Corpvon. A clipping service? 

Mr. Carn. We would have both, sir. Within that provision of 
$500, we would use a portion of it for a clipping service; while at 
the same time taking a number of selected newspapers from various 
areas in the country. 

We might for a period of time take a paper from Seattle, Wash., 
1 from Los Angeles, 1 from New York, 1 from Miami, Fla. At the 
end of a 6-month period, we might, with reference to California, 
take papers from San Francisco or Sacramento; from Portland, 
Oreg., or from one of your smaller cities; from Seattle, or perhaps, 
the Tacoma News Tribune. 

The only purpose of the selections would be to keep the Board 
as fully informed as was reasonable about the reaction of the country 
to the work of the Board and the thinking of the country generally 
to this subject which motivates so much of our energy and concern 
these days. 

Senator Corpon. The committee will have that in mind, sir. 

Mr. Carn. Thank you, sir. 

I am sorry that Mr. Tom Herbert could not be here, but he will 
be as equally grateful for your time as I am. 
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DEPARTMENT OF THE Army, Civit Funcrions 
NIAGARA REMEDIAL WORKS 


STATEMENTS OF BRIGADIER GENERAL C. H. CHORPENING, 
ASSISTANT CHIEF OF ENGINEERS FOR CIVIL WORKS AND 
E. W. WEBER, SPECIAL ASSISTANT, OFFICE OF THE CHIEF OF 
ENGINEERS, DEPARTMENT OF THE ARMY, ACCOMPANIED BY 
B. J. TOFANI, CHIEF, PROGRAM DEVELOPMENT BRANCH, 
OFFICE, CHIEF OF ENGINEERS 


JUSTIFICATIONS 


Senator Corpon. The next item is proposed supplemental apy ro- 
priation for the Department of the Army, civil functions, Niagara 
remedial works. 

General Chorvening, we are glad to see you here, sir. 

The justification will be made a part of the record at this time. 

(The justification referred to follows:) 


NracarRA REMEDIAL WorKS—SUPPLEMENTAL REQUEST FOR APPROPRIATION, 
FiscaL YEAR 1954 


Summarized financial data 


Total estimated United States Federal cost_________- cccccus Oh 06, G00 
Total appropriation to June 30, 1952 Eaacciais 0 
Appropriation for fiscal year 1953 ss be pis eed sleet 0 
Total appropriation to date : 0 
Supplemental appropriations requested for fiscal year 1954________- 1, 506, 000 

Balance to complete after fiscal year 1954 eee 


The 1950 Niagara Water Treaty with Canada permits additional diversions of 
water for greatly increased power developments in the United States and Canada 
at the falls, and also expresses the primary obligation of the two Governments to 
preserve and enhance the scenic beauty of Niagara Falls and River. Article IT 
of the treaty provides for the International Joint Commission to submit for ap- 
proval of the two Governments recommendations as to the nature and design of 
remedial works necessary to produce an unbroken crestline at the falls. It also 
provides for construction of the remedial works within 4 years after approval of 
the recommendations of the International Joint Commission. 

The recommendations of the International Joint Commission for remedial 
works, estimated to cost $17,536,000 for the United States and Canada combined, 
were submitted to the two Governments on May 5, 1953. These recommenda- 
tions provide for construction of a control structure in the Chippewa-Grass Island 
Pool extending about 1,550 feet from the ( anadian shore at a point about 1 mile 
above the Horseshoe Falls, and for excavations on both flanks of the Horseshoe 
Falls. The State Department has received concurrences from other interested 
Federal departments on the International Joint Commission plans and recommen- 
dations, and in a recent letter to the Director of the Bureau of the Budget, the 
Secretary of State also concurred in the recommendations. Canadian authorities 
advised the State Department on June 16, 1953, that they are ready to approve 
formally the International Joint Commission's recommendations. The final 
papers for joint formal approval by both governments have been drawn up and 
are (as of July 21, 1953) in process of being prepared for transmission to the Inter- 
national Joint Commission, thus completing the formal action contemplated by 
the 1950 treaty. 

The Ontario Hydro-Electrie Power Commission, which is the Canadian agency 
developing the additional Canadian power at Niagara, is proceeding ra:idly 
with its power construction work and will be ready to begin additional civersions 
from the Niagara River in the late summer or fall of 1954. The treaty of 1950 
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commits both Governments to the completion of the remedial works within 4 
years after approval of the recommendations of the International Joint Commis- 
sion. The report of the International Joint Commission sets up proposals for 
accomplishing construction within 4 years, as required by the treaty, or faster, 
as may be practicable. 

In order to carry out the treaty commitments calling for no detrimental effect 
on the scenic beauty of Niagara Falls, it is imperative that the construction of 
remedial works be initiated as soon as possible and carried out expeditiously. 
Canadian authorities are ready to initiate work on the control structure, the major 
item, during the summer of 1953, promptly after governmental approval of the 
remedial works plans. It is Canada’s intention to use forces and construction 
equipment which will shortly be released from the Niagara power development 
work, thereby saving time and money in the mobilization of men and equipment. 

The construction work is scheduled with the excavation on the Goat Island 
flank (located in the United States) of the Horseshoe Falls to be done by the 
United States as the initial item of work. Concurrent with this excavation the 
control structure (located in Canada) and to be built by Canada will be under- 
taken. The excavation on the Canadian flank of the Horseshoe Falls, also to 
be carried out by Canada, will follow. If funds are available, the excavation on 
the Goat Island flank (United States work) can be placed under construction 
about October 1, 1953, and completed about a year later. This program of 
construction is important in order to assure flow conditions compatible with most 
economical and efficient construction. 

The Corps of Engineers will construct the work to be accomplished by the 
United States (excavation on the Goat Island flank) and has the responsibility 
for budgeting and seeuring appropriation of funds for that work and for the 
United States participation in the work to be carried out by Canada. 

The funding requirements to the United States are as follows: 


Distribution of funds 


Fiscal year Funds needed | | 


| United States | Reimbursable 


| 
work to Canada 
i i m: 4 Beda as Polis Oh ed) Beil ie 
| | 
1954 ; $1, 500, 000 | $1, 000, 000 | $500, 000 
1955 3, 000, 000 | 360, 000 2, 640, 000 
1956 | 3, 000, 000 3, 000, 000 
1957 | 1, 268, 000 | } 1, 268, 000 
cay 
Total | 
' 


8, 768, 000 | 1, 360, 000 | 7, 408, 000 


REQUEST FOR SUPPLEMENTAL APPROPRIATION 


Senator Corpon. I note that we have before us under date of 
July 17, 1953, Senate Document No. 59, a request for supplemental 
appropriations both f tor financing a part of the United States share of 
cost of remedial works in the Niagara River, to be undertaken in 
accordance with article 2 of the proceedings between the United 
States and Canada, ratified by the United States Senate on August 9, 
1950, and to remain available until expended, $1 million. 

The first thing, General, I want to ask is: Is it the view of your 
legal staff that a treaty takes the place of an authorization of appro- 
priation? 

General Cuorrenina. I would not say that it takes the place, sir. 
In this instance the treaty, which was ratified with the consent of 
the Senate, provides an approved basis for submitting a budget esti- 
mate for an appropriation. 

Senator Corpon. We have found that the courts from time to time 
have indicated that it certainly could take the place of a rule of the 
Senate. 

However that may be, we will have it here. 
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General CuorrentnGa. As a part of the full development of the 
power potential at Niagara Falls, and to meet the requirements of 
the 1950 Niagara Water Treaty as to allowable minimum discharges 
to preserve and enhance the beauty of the falls, it was necessary to 
carry out engineering studies which were done under the International 
Joint Commission to determine what remedial works will be reauired. 

The Corps of Engineers, on the part of the Unitd States, had a 
member on the engineering board appointed to make the studies. 
I was a member of that board for a time. Those studies were com- 
pleted and the United States and Canadian representatives jointly 
agreed on the works that would be required to achieve the purpose of 
preserving and enhancing the spectacle of the falls and still make full 
utilization of the water for power production. 

The total estimated cost of the remedial works, which consist of a 
structure that will project from the Canadian side into the river for 
quite a distance, with gates that can be raised or lowered, depending 
on the stage and the amount of water beng used——— 


CONSTRUCTION OF WIER 


Senator Corpon. Are you considering the construction of a dam or 
wier? 

General CHoRPENING. It is in the nature of a wier. 

We have a picture here, Senator, that might be helpful to you. 

In addition to the wier, which is the most expensive part, really, and 
there is some excavation that will be required to provide satisfactory 
flow conditions over the lip of the falls. 

Actually, the bulk of the remedial work will fall on the Canadian 
side. However, the costs are to be split 50-50 between the Canadians 
and the Americans. The work in Canada will be done by the Cana- 
dians; the work in the United States will be done by the United States. 

Senator Corpon. The extent to which the Canadian work exceeds 
one-half the total cost will be met by reimbursement by the United 
States, is that correct? 

General CHoRPENING. That is correct, sir. 

Senator Corpon. I note that in the document No. 59 there is a 
paragraph reading as follows: 

A licensee for the development of the waters of the Niagara River allocated to 
the United States for power purposes should be required to reimburse the United 
States for its portion of the cost of the remedial work. 

As it stands there, it would appear to be an observation. Have you 
considered any method by which that suggestion could be imple- 
mented? 

General CHorPENING. Senator, it is my understanding that the 
bill CH. R. 4351) which was introduced in the House and which has 
been passed by the House requires that the cost of these remedial works 
be reimbursed by the power company that would be licensed to put 
in the power. 

Senator Corpon. At least then the bill that passed the House had a 
provision that answered this suggestion of the Bureau of the Budget? 

General CHorPeNninG. Yes, sir. 

Senator Corpon. If you do not get any money, what happens this 
year? 
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CANADIAN PROGRESS 


General Cuorpeninea. Actually, Senator, the Canadians have 
moved much more rapidly than we have on their development of the 
power on their side. They are going to be ready to start generating 
power sometime next year. Furthermore, the treaty provides that 
the works should be completed within 4 years after the 2 Governments 
have approved the plans recommended by the International Joint 
Commission. Those recommendations are now in the process of 
being formally approved. I will be glad to furnish a copy of the 
official letter of approval from the Department of State as soon as it is 
available. 

(The letter referred to follows: ) 

JuLyY 21, 1953. 
Mr. Jesse B. Exuis, 
Secretary, United States Section, 
International Joint Commission, 
Washington, D. C. 


Dear Mr. Extuts: With your letter dated May 12, 1953, you transmitted the 
Report of the International Joint Commission to the Governments of the United 
States and Canada signed on May 5, 1953, with respect to construction of remedial 
works necessary to preserve and enhance the scenic beauty of Niagara Falls and 
River. This report with its enclosure, the report of the International Niagara 
Falls Engineering Board, was submitted pursuant to a reference dated October 10, 
1950, sent to the Commission by both Governments in accordance with article I1 
of the treaty of February 27, 1950, concerning uses of the waters of the Niagara 
River. 

The recommendations of the Commission as set forth in its report of May 5, 
1953, with respect to construction of these remedial works have been approved 
by the Government of the United States. It is understood that the Government 
of Canada has also approved the Commission’s recommendations on this subject. 

The Commission is, therefore, requested to make the necessary arrangements 
to supervise the construction of these remedial works as provided in article II of 
the Niagara Treaty of 1950. 

Sincerely yours, 
Water B. Smita, 
Under Secretary. 


Senator Corpon. Do you have an aerial picture of that reasonably 
recently? 

General Coorpennina. | think a picture of the model would be 
quite helpful to you if we have it. 


TREATY REQUIREMENTS ON WATER DISCHARGE 


As I recall it, the treaty requires a minimum discharge over the 
falls during a certain period of the day during the tourist season. 
Then, during the winter, of course, a different set of conditions prevail. 

Those were the conditions that we had to introduce into our models 
to determine what remedial works were required under the minimum- 
flow conditions and still preserve the spectacle. 

The minimum is 50,000 cubic feet per second at night during the 
tourist season and 100,000 cubic feet per second during the daytime. 
In the offseason in the winter it is 50,000 cubic feet per second all the 
time. 

Senator Corpon. What does the remedial job do in the way of 
changing the flow? How will it affect the flow? 


85192—53——24 
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General CHoRPENNING. It does not change the flow, Senator, but 
it evens out the flow so that you have a reasonably uniform and 
continuous sheet of water throughout the whole lip area of the falls. 

Senator Corpon. It changes the direction of the flow, does it? 

General CuorreninG. The direction of the flow and the quantity 
of the flow at particular sections of Niagara Falls itself. 

Actually, sir, | think the remedial works which will spread the flow 
over the falls will result in slowing down the cutting back of the falls 
in specific places. 

Senator Corpvon. When we get through we are going to have a 
better falls than God put there in the first place. 

General CuorpeNninG. That is correct; sir. 

Senator Corpon. It is a pretty ambitious program, in my book. 

General CuorPreninG. Getting back, then, this work should get 
started promptly to fit in with what the Canadians are already- doing 
and with what apparently is now going to be done on the American 
side. 

Senator Corpon. If you do not get the money, what happens? 

General CuorPENING. If we do not get the money, in my view it 
would be impossible on either the American or Canadian side to make 
the full use of the power without impairing the beauty of the falls. 
We have entered a treaty that we are going to preserve the scenic 
spectacle and we would just not be able to do what the treaty con- 
templated unless we provide these remedial works. 

Senator Corpon. Just looking at the facts, the fact is that the 
Canadians have proceeded to appropriate and to make use of a certain 
volume of water of the Niagara River. That amount of water is 
going to be withdrawn from the flow over the falls. That will result 
in some impairment there certainly. 

General CHorPENING. I believe, sir, that is about all the statement 
I wish to make, unless you have further questions in connection with it. 


1954 ESTIMATED EXPENDITURES 


We have estimated that for this fiscal year out of the total of 
$8,768,000 required for the United States share of the work, that 
$1,500,000 should be made available to proceed in coordination with 
the Canadians on this work. 

Senator Corpon. Does the treaty provide that the Canadians may 
go forward if we do not, in the matter of these protective works here 
that are not really a part of the power production? 

General CuorpEentne. They could go ahead certainly on their own 
side, and the bulk of the work is on their side. They could go ahead 
and do that on their own. 

Senator Corpon. But that would not be a complete job? 

General CoorPentna. No, sir. 

Senator Corpon. The $8,768,000 is for the whole job? 

General CuorpPenina. Half of the whole job. 

Senator Corpon. That is our share? 

General CuorreninG. That is our share, half of the total estimated 


cost. 
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PRESERVING SCENIC BEAUTY OF FALLS 


Senator ELLENpDER. Is this simply to preserve the water resource? 

General Cuorrenina. It is to preserve the scenic spectacle of 
the falls. 

Senator Corpon. This is $17 million to be dedicated to preserve 
the beauty of Niagara Falls from the influences of tue power developed. 

Senator ELLENDER. On which side will most of this money be spent? 

General CuorpeninGa. The bulk of it on the Canadian side, sir. 

Senator Corpon. ‘The treaty provides that the Canadians may use 
the full diversion, ours as well as theirs, until such time as we are 
prepared to use ours; is that ne correct? 

General CHoRPENING. Yes, si 

Sériator Corpon. Once their “stant is in, assuming they had the 
capacity to use both flows, the total diversion will be effected by them, 
even though we do nothing? 

General Cuorpentna. That is correct, s 

Senator E.tenper. Could this be preserved without the project 
suffering any? Why is it necessary to do it now? Could it not wait 
until next year or the year thereafter? 

Mr. Weser. It isarather diff cult thing to bring out completely, but 
as General Chorpening has indicated here earlier, the Canadians are 
ready to develop their share of the additional power. They are 
building their ultimate power development now and will be ready to 
generate some additional power next year. And in the following year 
they will be able to develop the‘full amount of their ultimate share. 

If and when they reach that point, they will be under great pressure 
to utilize all the water that they are legally entitled to, even though it 
may risk impairment of the beauty of the falls, because they have such 
an acute power shortage. They will then be forced to decide whether 
to suffer from a power shortage or to risk impairment of the falls. 

The treaty, we feel, does pledge the two countries not to impair 
the beauty of the falls. 

Senator ELLENDER. But even though you waited for a year or two, 
if you build this ultimately, it will bring the appearance of the falls 
in the focus in which you would want it? 

Mr. Weser. Yes; whenever the remedial works are built. In the 
meantime you would be impairing the beauty of the falls if you did 
not have them and tried to use all the waier the treaty allows. 


REPAYMENT BY LICENSEE 


General Cuorprentna. Senator Ellender, before you came back in 
I mentioned that the bill providing for the development of the power 
here, which has passed the House of Representatives, provides also 
that the licensee will repay to the Federal Government the cost of 
these remedial works. 

Senator ELLENpER. I understand that. 

You mean when we obtain money out of the project we propose to 
build, the Government will be returned that amount? 

Senator Corpon. Yes; by private industry or the State of New 
York, or whoever. If the Government happens io develop it, it, will 
just take the money from one pocket and put in into the other. 
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I think that covers it, unless there is something else. 
Does this complete your statement, General? 
General CHoRPENING. Yes, sir. 


Catumet River AND Harpor Progeor, [LuINots 


Senator Corpon. Senator Dirksen desires to make a statement on 
the Calumet River and Harbor project in Dlinois. 

Senator Dirxsen.- Mr. Chairman and members of the committee. 
This is an item which I presented in connection with the regular civil- 
functions bill. It was in the bill as reported to the Senate and as it 
passed. 

The item is of such outstanding merit as compared with the esti- 
mated cost of $108,000, that I was very greatly surprised to learn it 
had fallen by the wayside in the conference on that bill. 

I know that this project has very high priority with the Army 
engineers. It calls for the widening of the channel of the Calumet 
River at a point in Chicago where there is almost constant congestion, 
and sometimes complete blocking, of important lake traffic. The 
annual additional cost to the movement of vast tonnages of coal, 
alone, due to the delays in rail to water transfer at this point is. 
approximately $180,000, only for lack of this rather inexpensive 
channel widening. 


ADDITIONAL FREIGHT CHARGES 


. 

These additional freight charges are, of course, reflected in the 
price the consumer pays for the products of industries using the coal. 
For example, the various utilities on both lakeshores above Chicago 
use tremendous tonnages of steam coal coming through this Calumet 
River facility. One or more REA generating plants are among such 
users. If this channel-widening project is included the rail-to- water 
transfer facility will be doubled in capacity, from something like an 
annual movement of 4 million tons to approximately 8 million, thus 
bringing cheaper coal to more and more lakeshore industries. In 
addition the congestion of all lake traffic in bulk freight using this 
river will be eased up at great savings in traffic cost. 

This widening will require the rail-to-water transfer facility at this 
point to move back from its present location and rebuild the dock 
wall at a cost to itself of more than half a million dollars. In addition 
it has donated a perpetual easement to the Government of lands 
which it has acquired at a cost of some $66,000. It will then enlarge 
its plant, at a cost of $3 million, providing 2 loading towers instead 
of the 1 now in use, so that 2 vessels may be loaded simultaneously. 
At the same time there will be a complete elimination of the congestion 
of all lake shipping at this point. 

These matters were gone into at some length at the hearings on 
the regular bill and that testimony is, of course, available to this 
committee. With your permission, Mr. Chairman, I shall append 
to my statement a rather complete statistical summary of the project. 

(The statement referred to follows:) 
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Catumet River Harsor ImproveMENT, Cxicaao, ILL. 


Estimated cost (Corps of Engineers): $110,000. 
Benefit-cost ratio: Better than 3 to 1. 


Project specified 


Widening channel and reducing sharp bend on the west bank of Calumet 
River, between 100th Street and slip No. 2. 


Authorization 


Act of August 30, 1935. Listed on page 1814 of Report on Improvement of 
Rivers and Harbors in the Chicago, IIl., district, Office of Chief of Engineers, 1952. 


Budget status 


Requested of the budget for 1954 by the Corps of Engineers, but not included 
in either tthe original or the revised budget. 


PURPOSE 
To relieve congestion 


To relieve congestion of very heavy traffic on the part of bulk freight-carrying 
lake shipping using Calumet Harbor. 


Cause af congestion 


At point indicated there is a rail-to-water coal transfer dock on the west side 
with vessel of the lake iron-ore-carrying type almost constantly lying alongside 
loading coal. 

When other vessel lies at opposite dock: On the opposite side of channel there 
is a dock servicing, repairing, renovation, etc., of such lake ships as may put in 
for such service. During 1952 this condition obtained 65 percent of the time. 

Much of the time both docks are in use simultaneously. Result: The: mid- 
channel space between the boats so docked is so narrow that other ships may 
pass between with great difficulty and danger of colliding—requiring tugboat 
both forward and aft, and this is attempted only in quiet weather. 

Usually the ships desiring to pass are of such size they will not hazard the 
passage, but simply wait. 


Stern of coal boat sometimes in midstream 


Congestion and hazards aggravated by reason of the fact the coal-shipping 
dock is adjacent to a bend in the river and when the forward hatches of the boat 
are receiving coal from the loading chute, the stern of the \essel extends beyond 
the bend in the dock wall and out into midstream—making it impossible for ans 
ship to pass. All traffic is held up until the coal ship is loaded, or loading must 
be suspended and the vessel moved to such point as will clear the midchannel. 
Hither way, costly delays ensue, adding very substantially to the freight charges 
of all freight subject to the delays just indicated. And the consumer always 
pays the freight. 

Degree of increase of freight charges 

The rail-to-river transport service reports these delays increase the carrying 

charges by as much as 25 to 30 percent. This applies to coal, but comparable 


increases would, of course, obtain in the case of all the other products using the 
harbor. 


Lake Carriers Association voices complaint 

The Lake Carriers’ Association, whose members operate 331 large freighters 
transporting bulk commodities on the Great Lakes have stated in a recent letter 
that the most important of the Calumet River projects from the standpoint of 
lake shipping, and the one about which they receive the most complaints from 
the masters of vessels is that of dredging and widening of the channel at the point 
now being discussed. 


‘(Cooperation assured by Raa!-to-Water Transfer Corp. 


The rail-to-water transfer owners will: 
‘Give perpetual easement in land necessary to project. These lands 


are valued at___- EERE REY OF Rute aoe ti dasatat iinet $66, 000 
Build a new dock wall costing..._..._____.----- aed ‘oman 550, 000 
Enlarge its facilities, providing 2 loading towers, so that 2 vessels may 

be serviced simultaneously, at a cost of more than_____.________- 3, 000, 000 


In addition to clearing the channel of obstruction, they will 
practically double their own transfer capacity 
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Economic importance to coal users of proposed improvement 
The industries on lakeshore points save approximately $1.50 per ton on the 
cost of steam coal coming through the Calumet River facility, because: 
1. The best other source of steam coal requires shipping through Lake 
Erie from points much more distant. 
2. The Illinois coal is primarily strip-mined, a much less costly operation 
than from the mines farther east. 


BENEFICIARIES OF THE IMPROVEMENT 
Principally large industrial plants on Lake Michigan whose products ultimately, 
in one form or another, reach the consumer, who, of course, pays all the freight. 
Public utilities 


Among these industries are many public utilities; including at least.one REA 
cooperative generating plant. The cost of coal is a very important item in the 
rate structures of such utilities. 


Following are some public utility users: Pe 
Wisconsin Electric Power Co., Port Washington 7 900, 000 
Wisconsin Power & Light Co_-__-_- Shs tn crincthches: cis oli. 
Wisconsin Power Co Ms is toda sills ahctacce st oe 
Consumers Power Co., Muskegon, Mich__--- ; . j 480, 000 
REA—Michigan, at Boyne City—Northern Michigan Electric Coopera- 

SR ids 2eiStcin & alkiiedawere séhide didn ids Php nsteo uel eal. wd . 120, 000 


Summary 


Federal cost of widening and dredging $110, 000 
Rail-to-Water Transfer Corporation will: 


1. Give perpetual easement in lands valued at_ _ _- 2 $66, 000 


2. Build new dock wall at cost of 550, 000 
3. Enlarge its present facilities, practically doubling present capacity, 
at cost of more than z 3, 000, 000 


Channel will be cleared of congestion due to loading at this point. 
Result 


1. Big savings in freight costs on the part of all ships using the harbor. 

2. Big additional savings in cost of steam coal to large industries at lake shore 
points producing goods for ultimate consumers, including users of electric and 
other public utilities. 

The economic savings to an important segment of the Nation are incalculable 
and conceivably far greater than the 3 to 1 benefit-cost ratio calculated by the 
Engineer Corps 

Corps of Engineers gives this project very high priority from the standpoint of 
need and of resulting benefits. 

Lake Carriers’ Association, representing practically all heavy lake shipping 
rates it one of the most important projects. 


Senator Corpon. Now, General Chorpening, you might be able 
to give us a few comments as to this Calumet River project if you are 
familiar with it. 

General CuorprentinGc. Very slightly, sir, and not sufficient to be 
able to make a good statement right at this moment. 

Senator ELLENDER. That involves $180,000; does it not? 

General CHorPentna. Yes. 


TOTAL AMOUNT INVOLVED 


Senator Corpon. The Senate: put this item in the civil functions 
bill and it was lost in conference. The amount is $108,000. 

Senator ELLenpeEr. I thought it was a good project economically. 

I wonder if we could not place at this point in the record the same 
testimony we had at the time we had our hearings on civil functions. 
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Senator Corpon. Did you make a showing under civil-functions 
on it? 

General CHorPEeNtING. It was not in the budget. However, we 
did furnish information to the committee on it in connection with 
your consideration of the project. 

Senator ELLenpEerR. There were several witnesses who appeared 
here. We could also put that in. 

I would suggest that that evidence be placed in the record, Mr. 
Chairman. 

Senator Corpon. Let the testimony in the hearings on the civil- 
functions bill relative to this project be made a part of this record. 

(The material referred to follows:) 


STATEMENT OF LEo M. GEISSAL 
GENERAL STATEMENT 


Mr. GetssaLt. Mr. Chairman and members of the committee, I am appearing 
here as an official of Rail and Water Transfer Corp. of Chicago. I am president 
of Rail and Water Transfer Corp. Our corporation is composed of 28 stock- 
holders, all of whom are coal operators from the States of Illinois, Indiana, and 
western Kentucky, known as the producers of midwestern coals.. Our dock is 
located on the Calumet River in Chicago and transfers the coal from the railway 
cars into the lake ships for lake destinations, particularly Lake Michigan and Lake 
Superior. 

LEGISLATIVE AUTHORIZATION 


House Document 494 of the 72d Congress, 2d session, dated August 30, 1935, 
provides for the widening of the Calumet River with the dredging to be done at 
the expense of the Government when the necessary lands for the widening are 
donated by the adjoining landowners. 

The widening provided in the House bill recognized a very bad angle below our 
point of operations which creates a very serious hazard to all forms of navigation, 
particularly when the ship is tied up at our dock and another ship is tied up at 
the American Ship Building dock directly across from us. 

I have a couple of photographs which I would like to show you to give you some 
indication of that hazardous condition in the Calumet River at our point of 
operation. In other words, it is very difficult to negotiate a ship by or through the 
channel when a ship is at our dock and when it is directly across from us. 

We have a frontage of 500 feet and the Chicago-Western Indiana Railroad 
immediately to the south has 1,000 feet of river frontage. At present because of 
the physical conditions of the property we can only arrange one loading tower on 
the property. 

LOADING TOWERS 


The increased tonnage to be handled through the port of Chicago necessitates 
the installation of two loading towers. 

Anticipating this we filed an application with the district engineering office in 
Chicago for a permit to establish new channel and dock lines along the westerly 
bank of the Calumet River between 100th Street and what we know as dock No. 2. 
That permit was granted to us and was also approved by the Chief of Army 
Engineers in Washington, D. C. All coverage heretofore has been on the basis 
of a temporary permit. 

In other words, because of the widening program, contemplated for the Calumet 
River, whenever we attempted any improvement the Government engineer would 
only give us a temporary permit. We plan to spend some $3,850,000 on improve- 
ments to our dock facilities, and, of course, you understand that we cannot possibly 
go in and spend that money on the basis of a temporary permit. So we will spend 
$550,000 on a new dock wall and $3,300,000 on new plant and equipment. 


LAND DONATED 


The lands that we are donating for the widening have a value of $66,000. The 
cost of dredging involved according to government estimates as late as September 
1952, is $110,000. We kindly request this appropriation for the 1954 fiscal year 
because we must have our plant in operation by the Ist of April 1954. 
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Ours is strictly a seasonal business and we only operate from about the Ist of 
April until the Ist of December, and all construction work has to be done through 
the winter months. 

So, if we do not get an appropriation for $110,000 to do this dredging, the 
new channel lines cannot be established, the new dock wall cannot be built, the 
serious navigation hazard cannot be eliminated, and it means curtailment of the 
general business to the port of Chicago, insofar as coal trans‘er is concerned. 

I have a map that I would like to show you as to how this widening would 
take place. This is the present channel line, this blue line. This is the present 
dock line and this is where we have one tower located at the present time, and 
when we are loading the stern end of that ship extends out into the center of the 
stream. 

Our proposed layout calls for removing this entire angle in the river, moving 
it upstream, moving back at this point, 90 feet, moving back 170 feet at this point. 
This shows that there is considerable land in there but that land is eroded so that 
there is very little drainage to be done here and also there. 


TOTAL DREDGING 


The total amount of dredging is only 60,000 cubic yards at a cost of about 
$110,000. 

That is my story. 

Senator KNowLaNnp. Thank you very much. 


STATEMENT OF CORPS OF ENGINEERS 


Senator Youne. Would you like to make a statement on that project, Colonel? 
Colonel Mitne. What Senator Dirksen has said about this project is correct. 
The Corps of Engineers estimates the cost at just over $108,000 to complete that 
particular segment of work along the channel which will widen the channel and 
rmit this one large organization to make complete and effective use of the 
acilities that they propose to build, and without such widening they cannot build. 

Senator ELLENDER. What do you mean by one large organization? 

Colonel Mitne. There might be some misunderstanding in the committee’s 
mind. This particular section of the Calumet Harbor is just one of several that 
have been authorized by the Congress to do. The $108,000 will take care of 
work around in the vicinity of 110th Street. There are other areas further up- 
stream on the Calumet-Sag which have been authorized for widening, but this 
is the one at the present time where the greatest need exists. 

Senator Younes. I understand some industry representatives have appeared 
before the committee and presented figures as to tonnage. 


TONNAGE HANDLED 


Senator Dirxsen. That is right. There is tremendous tonnage, and I have 
some figures here, Wisconsin Electric Power Co., 900,000 tons; Wisconsin Power & 
Light, 300,000 tens; Wisconsin Power Co., Green Bay, 280,000 tons; Consumers 
Power of Muskegon, 480,000; and Rural Electrification Administretion, 120,000. 

This is really a very busy place. So when vessels come in and they simply 
have to dock or tie up or anchor until they can get through, you can imagine what 
the losses are where such tonnage is involved. One hundred and ten thousand 
dollars is a drop in the bucket not only compared to the losses but compared to the 
improvements that will be made by private capital in order to develop a better 
rail-water service. So I think, Mr. Chairman, that is about ali I need say on the 
subject except probably to show the committee some prints here of the number 
of vessels that come in because this is almost as good as the harbor of New Orleans, 
with which I am reasonably familiar. 

Senator ELLENDER. Not quite. 

Senator Drrxsen. I am sure New Orleans is bigger. 

Senatcr Youna. Does that complete your statement? 

Senator Dirksen. You can put those in the files, Mr. Chairman. I have com- 
pleted my statement. I reemphasize to the committee the importance of that 
project because the damage will be a recurring thing, and as long as you get wave 
action and through a narrow aperture you are going to have damage to those 
bridges. 

Senator Youne. Thank you very much. 

Senator Dirksen. Thank you. 

(The committee received the following letter from Mr. Leo M. Geissal supple- 
menting his testimony of May 19.) 
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Ratt TO WATER TRANSFER Corp., 
Chicago 4, Ill., May 19, 1958. 
Hon. Wituiram F. KNOWLAND, 
Chairman, Subcommittee, Army Civil Functions, 
United States Senate, Washington, D. C. 

Dear SENATOR KNOWLAND: In my oral testimony before your committee on 
Tuesday afternoon, May 19, with reference to House Document 494, 72d Congress, 
2d sess., dated August 30, 1935, authorizing the widening of the Calumet River, 
Chicago, Ill., I neglected to include in my presentation the fact that the $110,000 
needed for dredging was originally included in the Chief of Army Engineers 
budget for the 1954 fiscal year, and as I understand it, was approved by the 
Director of the Budget. 

Yours very truly, 
Leo M. Getssau, President. 


Senator Corpon. That appears to take care of these items. 

Thank you, gentlemen. 

The committee stands recessed until 10 o’clock tomorrow morning. 

(Whereupon, at 3:45 p. m., Wednesday, July 22, 1953, a recess was 
taken until Thursday, July 23, 1953, at 10 a. m.) 
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THURSDAY, JULY 23, 1953 


Unrrep Srates SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10 a. m., in room F-39 
of the Capitol, Hon. Guy Cordon presiding. 
Present: Senators Cordon, Ferguson, Young, Knowland, Thye, 
Dworshak, Hayden, Maybank, Ellender, and Saltonstall. 


DEPARTMENT OF THE ARMyY—-CiviL FUNCTIONS 
COVINGTON, KY., FLOOD WALL PROJECT 


STATEMENTS OF HON. EARLE C, CLEMENTS, HON. JOHN SHERMAN 
COOPER, UNITED STATES SENATORS FROM THE STATE OF 
KENTUCKY, AND HON. BRENT SPENCE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


GENERAL STATEMENT 


Senator Corpon. The committee will come to order. 

The Senators from Kentucky, Senator Cooper and Senator Clements, 
and Congressman Spence have a matter to present to the committee 
this morning in view to a situation in Covington, Ky. 

The committee will be glad to hear from you:at this time. 

Senator CLEMENTS. We appear here this morning in the interest 
of the enlargement of the pumping facilities at the 24th Street pumping 
station in Covington, Ky. This is a part of the Licking River end 
of the flood-wall project in Covington, a city that lies right across the 
river from Cincinnati. 

It is my understanding that the pumping facilities that are provided 
in the engineer’s plans will require a ponding area that will take up 
the sandlot baseball area of the Holmes High School, the largest 
high school in that area of our State. It is not the only high school 
within the county, but I believe the only high school within the city. 

Representative Spence. I think there is another high school in the 
eity. 

Senator CLEMENTs. It is the second largest high school in our State. 
The engineers would say to you that this area, the sandlot baseball 
area, would not be flooded more frequently by this arrangement than 
it is flooded today. 

Senator Corpon. Do I understand you correctly that the problem 
arises as a result of flood-control improvements that are going in at 
this time, the purpose of which is to cure flood conditions that now 
exist? 
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Senator Ctements. That is the point I was going to make. You 
are building the flood wall for that purpose. You expect to eliminate 
conditions like that. At this area, ov the arrangements that are now 
in process of completion, you would not eliminate floods in that area 
around the school. The difference in the cost of these two facilities, 
the one that has been advocated by the engineers and the one that 
they will tell you will be necessary to cure this flooding condition at 
that point, would be $190,000. 


SCHOOL EXPANSION 


I think it is important that we consider the fact that this school, if 
it will ever be enlarged, can expand only in one direction and that is 
the area that would be used to take care of this excess water in times 
of flood. With the addition of this increased pumping capacity, that 
area is saved to the school for future expansion and at the same time 
it carries out what was started—to protect the schooi and the industry 
in all of that area from the ravages of floods. 

Senator KNow.anp. Where is the school located on this map? 

Senator Corpon. Here is the point, here on the map. 

Senator CLemMENts. We think, Mr. Chairman, that even though 
there is some additional cost from the needed increased pumping facili- 
ties that it is thoroughly justified if we are going to do a amas job 
of flood control in the city of Covington. Certainly, if there is any 
institution within the community that you want to protect, it is a 
school. 

There are a lot of things I can say about it. I do not know of 
anything I care to say further at this time, except that under the 
suggestion of my colleague from Kentucky in which I heartily concur, 
that if the committee would authorize the expenditure of this sum 
of money out of this year’s appropriation which has already been ap- 
proved by the conferees, we think it would be highly satisfactory. 

Senator KNow.anp. How much is involved in this, Senator? 

Senator CLements. $190,000. There is $1,100,000 that has been 
appropriated for construction work there this year. 

Senator KNowLanp. Will that complete the pumping plant? 

Senator CLements. It would complete the pumping plant but it 
does not complete the entire flood wall. There will be another 
appropriation next year. 


ESTIMATED COST 


Senator Corpvon. Do you happen to know the estimated total cost 
of this protective project? 

Colonel Strarsrrp. $8,400,000. 

Senator Corpon. Of which how much has been appropriated? 

Colonel Starprrp. $5,620,000 through fiscal year 1953. The cure 
rent bill is $1,100,000. 

Senator KNow.anp. So you are getting up within striking distance 
of completion the following year? 

Colonel Starpirp. Yes, sir. 

Senator Cooper. This matter just recently came to my attention. 
Senator Clements has stated the. case. This project is a protective 
flood wall on the Licking and Ohio Rivers. It is a project which would 
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cost $8,400,000. Taking into consideration this year’s appropriation 
of $1,100, 000, there is $1,700,000 needed in the future to complete the 
project. They have reached the point where they must install some 
pumps, adequate or inadequate, at the site of this Holmes High School. 

We want to make it clear that the engineers made their usual con- 
tract with the city to secure easements and rights-of-way. The school 
board has made the complaint that they did not get full notice of that, 
but of course that is a legal problem. We are here to address our- 
selves to the equity of this situation. 

As has been said, the Holmes High School is the second largest 
high school in Kentucky. I think it has an estimated plant value of 
around $4 million. The area of Covington is rather restricted in this 
valley. Behind Covington is a rather steep bluff. The only possi- 
bility of expansion of this high sehool, other than condemning valuable 
city property or else going up on the hills at some distance, is the area 
itnow has. This is a rather large pond 100 feet wide by 600 feet long 
which in times of flood or excessive rainfall would be filled. 

I think another factor the engineers will state is that there is a 
sewage line which traverses this pond. There are sewage deposits 
there. The engineers will make the statement that this pond will 
diffuse the sewage and that it probably will not be as bad as it is now, 
but there will be sewage there next to the school plant. 

Whatever may have been the errors that were made in failing to 
take this problem into consideration, as the chairman has said and as 
my colleague has said, the purpose of the flood wall is to protect the 
city, and I would think, certainly, to protect the school. 


ADEQUATE PUMPING FACILITIES 


We would like to urge this committee to include in its supplemental 
bill the direction that out of the $1,100,000 available this year that 
the engineers shall expend the additional sum to install a pump 
adequate to carry away this water. 

There are other basins along this same project. We are directing 
ourselves to the one which affects the schools and the city of Coving- 
ton. It means at some time along the line we may have to tack on to 
the total cost of this appropriation in the future $190,000. On the 
other hand, there may be savings that might not reach the total 
figure now contemplated. We are here speaking for this, however. 

Congressman Spence is the Dean of our delegation. He served a 
long time in the House and he lives near Covington. 

Senator Corpon. Congressman? 

Representative Spence. I join in the wishes of our Senators. 
I hope protection can be given to these people. We are protected 
against the floods in the river, but these are the floods caused by the 
water that is on the other side of the wall. If the people are not 
protected against those floods, they will not have complete protection. 


PAST FLOODS 


There have been 45 major floods in the Ohio Valley in the last 90 
years. Every one of those has devastated a large part of this town and 
Newport just across the river. We have completed the flood wall in 
Newport, but no conditions of this kind have arisen. 
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I realize that the Army engineers present their argument that this 
will give protection, but it certainly does not give the kind of protec- 
tion people are entitled to. If a nuisance would result over there, 
I do not know any reason why the city would not be liable for it. 
They would have to be compelled to abate it. 

The only way you can obviate this condition is to take care of the 
water. If you leave it there, it is going to become stagnant. It 
will be impregnated with sewage. It will probably be a breeding 
place for mosquitoes and rats and might cause an unhealthful con- 
dition for the people. 

Senator KNowLanp. Do you have a copy of your amendment 
there that we can have? 

Representative Spence. Yes, sir. 

Senator KNowLAND. | would ask that the copy of the amendment 
go into the record. It is very short. I might read it for the other 
members of the committee. 

On page 19, between lines 2 and 3, insert the following: 

Of the $1,100,000 available under this head and allocated for the continuation 
of the Covington, Kentueky, flood-control project, so much as may be necessary 
be expended for the purpose of installing adequate pumping capacity at the 
Twenty-fourth Street station in sue’: city in order to obviate the need for a 
ponding area in the Vicinity of such station. 

(The amendment referred to follows:) 

[H, R. 6200, 88d Cong., Ist sess.] 

AMENDMENT Intended to be proposed by Mr. Cooper and Mr. Clements to 
the bill (H. R. 6200) making supplemental appropriations for the fiscal year 
ending June 30, 1954, and for other purposes, viz: On page 19, between lines 
2 and 3, insert the following: 

“Of the $1,100,000 available under this head and allocated for the continua- 
tion of the Covington, Kentucky, flood-control project, so much as may be neces- 
sary be expended for the purpose of installing adequate pumping capacity 
at the Twenty-fourth Street station in such city in order to obviate the need 
for a ponding area in the vicinity of such station.” 

Senator Corpon. J defer to you as the chairman of the Civil Func- 
tions Subcommittee on this sort of matter, Senator Knowland. 

Senator KNowLanb. Perhaps while the Senators and the Congress- 
man are here, if you can get the engineers to testify regarding this 
situation, we could clear up the situation. 

Senator Corvon. Colonel, will you come forward, please. 


STATEMENT OF COL. ALFRED D. STARBIRD, ASSISTANT TO 
CHIEF OF CIVIL WORKS, CORPS OF ENGINEERS 


PREPARED STATEMENT 


Colonel Starsrrp. Do you wish, sir, that I indicate what has been 
done within the city so far? 

Senator KNowWLAND. Yes. 

Colonel Srarsirp. In 1945 prior to the development of detailed 
plais, the city gave a normal statement of assurances that they would 
furvuish the necessary lands and rights-of-way. I have a copy of that 
document and would like to offer it into the record at this point. 

Senator Corpon. That will be placed in the record at this point. 

(The statement referred to follows:) 
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ComMMISSIONERS’ RESOLUTION No. R-34-45 


A resolution determining to cooperate with the United States of America on the 
construction of certain flood-protection works in the vicinity of the Licking and 
Ohio Rivers in the city of Covington, Ky. 


Whereas an act of Congress approved June 28, 1938, titled: ‘“‘An act authorizing 
the construction of certain public works on rivers and harbors for flood control and 
other purposes,”’ provides for the construction of reservoirs and local-protection 
projects in the Ohio River Basin, by approving the general comprehensive plan 
for flood control and other purposes in the Ohio River Basin, as set forth in Flood 
Control Committee Document No. 1, 75th Congress, Ist session, with such 
modifications thereof as, in the discretion of the Secretary of War and the Chief 
of Engineers, may be advisable, the projects to be selected and approved by the 
Chief of Engineers; and 

Whereas by the provisions of section 2 of the Flood Control Act of June 28, 
1938, no money appropriated under the authority of said act will be expended on 
the construction of any local-protection project until States, political subdivisions 
thereof, or other responsible agencies have made assurances satisfactory to the 
Secretary of War that they will (a) provide without cost to the United States all 
lands, easements, and rights-of-way necessary for the construction of the projects; 
(b) hold and save the United States free from damage due to the construction 
works; (¢c) maintain and operate all the works after completion, in accordance with 
the regulations prescribed by the Secretary of War; and 

Whereas said Flood Control Committee document includes a project for the 
construction of flood-protection works in the city of Covington, Ky.; and 

Whereas the city of Covington, Ky., is financially able completely to provide 
the necessary local cooperation required by the aforementioned laws for the pro- 
tection of a part of said city against floods; and 

Whereas the city of Covington, Ky., desires to secure protection of a part of 
said city against floods by the construction of flood-protection works in the vi- 
cinity of the Licking and Ohio Rivers: Now, therefore, be it 

Resolved by the Board of Commissioners of the city of Covington, Ky.: (1) That 
the city of Covington, Ky., does agree and hereby assures the Secretary of War 
that it will— 

(a) provide without cost to the United States all lands, easements, and rights- 
of-way necessary for the construction of flood-protection works in the city of 
Covington, Ky., to provide protection to a part of said city from flooding by the 
Ohio and Licking Rivers. 

(b) Hold and save the United States free from damages due to the construction 
works; and 

(ec) Maintain and operate all the works after completion in accordance with 
regulations prescribed by the Secretary of War; and 

(2) The city manager and city solicitor of said city of Covington, Ky., are hereby 
authorized and directed to execute for and in behalf of the said city and to deliver 
to the United States any and all instruments which may be required by the United 
States consistent with the commitments hereinbefore set forth, and 

(3) That this resolution shall take effect and be in force, from and after the 
earliest date provided by law. 

Adopted this 29th day of November A. D. 1945. 

Attest: 
F. A. GILLespie, City Clerk. 
Tuomas P. Firzpatrick, Mayor of the City of Covington, Ky. 

Published November 30, 1945, Kentucky Post and Kentucky Times Star. 

I, Frank A. Gillespie, the duly appointed, qualified, and acting city clerk of the 
city of Covington, Ky., do hereby certify that the foregoing is a true and correct 
copy of Commissioners’ Resolution No. R-34—45, adopted on second and final 
reading by the Board of Commissioners of the city of Covington, Ky., on the 29th 
day of November, 1945. 


Dated this 3d day of December, 1945, 
F. A. Giuiespie, City Clerk. 
Colonel Srarsirp. I would like to read only one sentence: 


Be it resolved by the Board of Commissioners of the City of Covington, Ky., They 
will provide without cost to the United States all lands, easements, and rights-of- 
Way necessary. 
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PONDING FACILITIES 


To be fair to the city, at that time they did not know what the 
requirement would be for ponding. However, as you know, whenever 
we develop a project, we try to develop the mos‘ economical project 
possible. There were to be 10 pumping stations in all for this project; 
for 3 of them ponding facilities appeared to be a possibility. 

Senator KNow.Lanp. When were those plans originally made? 

Colonel Starsirp. Those plans were developed during 1946 and 
1947. On the 11th of April 1947 we notified the city of the require- 
ment and furnished the plots of the areas concerned. 

Senator KNowLanp. What is the fact of the situation as to the 
growth of the community in the intervening period of time? 

Colonel Starsrrp. I cannot answer that, sir. There has been no 
growth in this particular ponding area as far asI can tell. I have seen 
it. There is now a sandlot baseball diamond there. I rather doubt 
that the diamond was there in 1946. It is not the primary ball field 
of the high school but a secondary practice field. 

I would like to offer into the record a copy of the letter of April 11, 
1947, also, if I might. 

Senator Corpon. That will be part of the record. 

(The letter referred to follows:) 

Apri 11, 1947. 
Mr. Taro HAGEMAN, 
City Manager, Covington, Ky. 

Dear Srr: You no doubt have learned that the Covington local protection 
project is now within the Louisville district. For your further information, the 
detailed plans and report completed by the Cincinnati district before its dis- 
continuance on January 1, 1947, have been under review in the office of the division 
engineer and it is expected that they will be forwarded to the Chief of Engineers 
for approval in the near future. 

In connection with the review of the detailed plans and report, it has been 
noted that the proposed pump-station installations for the 24th Street, 19th 
Street, and Willow Run districts are dependent upon the pondage available to 
modify the peak runoff from the areas. Without pondage it will be necessary to 
provide pumping installations of about 265, 213, and 1,140 cubic feet per second 
at minimum head, respectively, to furnish the same degree of protection as would 
be available with presently assumed pondage and capacities of 41, 27, and 275 
cubic feet per second, respectively. The economy of providing pondage is thus 
readily apparent. Without the benefit of pondage, the costs may be increased 
until the economic feasibility of the protective works for your city would be 
jeopardized. 

There are inclosed a general plan for the project and detail maps of the pondage 
areas for the proposed 24th Street, 19th Street, and Willow Run pumping plants. 
The storage areas used in designing the pumping capacity have been indicated 
in red on the detail maps. If any of these areas are filled in to any degree, it will 
be necessary to redesign and increase the capacity of the pumps in that district, 
which in turn, will increase the cost of the Covington project. Pond No. 1 in 
the Willow Run district was not used for pondage; therefore, it may be completely 
filled as you like. However, ponds Nos. 2 and 3 in the Willow Run district, and 
the pondage are as indicated in the 19th Street and the 24th Street districts 
must be maintained if the present cost estimates remain correct. 

In order that the economic justification of the project will not be jeopardized, 
it is suggested that the city of Covington obtain control of the necessary pondage 
areas [indicated in red] and prevent any future dumping or filling in these areas. 
In ease you care to do so, we shall be glad to have a representative of this office 
call upon vou and discuss this matter in detail. It is requested that you inferm 
this office what action can and will be taken by the citv of Covington on preserving 
areas now planned to be used for pondage. This information will be transmitted 
to higher authority and will facilitate the review of the detailed plans and report. 

Sincerely vours, 


B. B. Tau.ey, 
Colonel, Corps of Engineers, District Engineer. 
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NEW DOCUMENTS 


Colonel Srarsirp. The city replied verbally and in writing early 
n 1948 they could not find the documents that had been transmitted 
to them. ‘Therefore, a new set of documents was transmitted to the 
city by letter of April 22,1948. There have been frequent discussions 
since that time. 

I would like to offer a copy of the letter of April 22, 1948. 

Senator Corpon. The letter will be made a part of the record. 

(The letter referred to follows:) 

APRIL 22, 1948. 
Re ponding areas, Covington flood-protection project 


Mr. STaNLEY CHRISMAN, : 
Attorney, City of Covington, Ky. 
City Hall, Covington, Ky. 

Dear Sir: Receipt is acknowledged of your letter of April 19, 1948, requesting 
copies of the drawings showing ponding areas required in connection with the 
Covington flood-protection project. 

There are enclosed two copies of the letter of April 11, 1947, and of the draw- 
ings referred to therein, for your information and use. Should additional 
information be desired it will be furnished promptly upon request. 

For the district engineer. 

Very truly yours, 
W. I. Grecory, Technical Assistant. 

Colonel Strarsirp. The engineers believe that the new city officials 
inherited a situation whereby the arrangements had not been made, 
and we sympathize with the present city officials. We also believe 
that the school board did not receive full advance warning of the 
requirement. However, we feel for two reasons that the Federal 
Government should not bear this added cost. 


LOCAL RESPONSIBILITIES 


The first reason is that, at the present time, an effort is being made 
to have local interests bear the costs where they secure benefit from 
the increased size of the facility. In this particular case the land 
concerned has been a ponding area in the past and as the Senators 
and the Congressman have brought out, we are improving the situa- 
tion somewhat. We are not, however, eliminating the ponding. 

The second reason that we believe the Federal Government should 
not bear this cost is that there are several other cities which have 
indicated, for various reasons, that they would like to eliminate 
ponding areas now in construction or that have been constructed. 
They also will try to use this as a precedent for eliminating ponding 
in those particular areas. Again, I do not know of any case now under 
negotiation that involves a school system. 

Senator KNow.anp. Are the other cases comparable from the 
point of view of health and the sewage problem that was mentioned 
by the Senators and the Representative here in the neighborhood of 
a school? 

Colonel Starpirv. I know of none that are an exact parallel. All 
of those under negotiation involve the desire of the city to grow into a 
ponding area, and most of those involve ponding from a joint storm 
sewer, house-sewer system. The two systems come together and 
flow down to the point of discharge. As you can well understand, 
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the ponding will occur only when the storm-sewer inflow is much 
greater than the house-sewer inflow. 

Senator KNow.Lanp. If the amendment which has been proposed 
here by the two Senators from Kentucky and the Representative 
were put in, what additional cost would be involved in the overall 
project? 

Colonel Srarsirp. Approximately $190,000 if no effort is made to 
eliminate further ponding areas. 

Senator DworsHak. Has this item been considered by the Budget 
Bureau? 

Colonel Svarsirp. It has not. 

Senator Dworsuak. Is it in the regular bill? 

Colonel Srarsirp. No. 

Senator Dworsuak. Was it proposed? 

Colonel Srarsirp. No. 





‘ 


ANTICIPATED EMERGENCY 


Senator Dworsuak. Did you anticipate that emergency at that 
time? 

Colonel Srarsirp. We did not anticipate it for the reason I have 
stated. We have notified the city repearedly. We have received no 
formal objection to this until we received an objection from the school 
board in September of 1952. We immediately referred that objection 
to the City Manager. 

Senator Cooper. There was in anterval of time from the time of the 
original contract which imposed upon the city the duty of securing 
rights of way and the time when the ponding areas, this ponding area 
was specifically designated? 

Colonel Srarsrirp. That is right. The ponding area was designated 
in April of 1947 and the original agreement guaranteeing assurances 
was given in 1945. | 

Senator Cooper. Is it not correct, also, that the school board 
stated or at least its representatives stated when it received notice 
that this ponding area might be or would be continued on their 
property that they communicated with the Corps of Engineers and 
the Corps of Engineers did not respond to the question? 

Colonel Starpirp. I think that is partially correct and partially 
not. 

Senator Cooper. I wish you would correct me. 


COMMUNICATION FROM SCHOOL BOARD 


Colonel Starsirp. In September of 1952 the school board wrote 
and said it understood that a ponding area was to be placed on the 
school property. We answered that letter saying it was a matter 
that was the responsibility of the city and we were referring it to the 
city. We immediately wrote in detail to the city manager telling 
him of the complaint and the situation, urging that the ponding 
area be secured. 

Senator Corpvon. Are there any further questions? 
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Is there anything you desire to add to the picture as we have it now, 
Senators? 

Senator CLempents. Members of this committee all have school 
facilities in their neighborhood. They recognize the problem these 
people will be faced with if this relief is not given. 

We rest our case. 


BANK PROTECTION ON MISSOURI RIVER 


Senator Corpon. At this time the Chair presents a letter addressed 
to the members of the committee from Representative Ben Jensen, 
of Iowa, with reference to bank protection in the Missouri River 
above Kansas below Sioux City. The letter will be made a part of 
the record in connection with the testimony of General Chorpening 
on the same subject of yesterday. 

(The letter referred to follows:) 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., July 22, 1963. 
Hon. Stryies BripaeEs, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 

Dear Mr. CHAIRMAN AND CommitrEE MemBers: I am writing you this letter 
in behalf of hundreds of farmers who live along the Missouri River from Sioux 
City, lowa, to Omaha, Nebr., who have lost, and are still losing, hundreds upon 
hundreds of acres of the richest land in America because of the floodwaters, and 
even the normal flow, of the Missouri River on that stretch of the river 

Since 1947 the Army engineers found it necessary to spend all of the money 
which Congress appropriated to protect the construction of dike piling and bank- 
erosion protective works for channelization of the river from Omaha, Nebr., to 
Kansas City, Mo., because of the fact that if they spread their limited funds 
on the complete length of the river from Sioux City, lowa, to Kansas City, Mo., 
it would spread their funds too thinly to properly protect any part of the installa- 
tions which had already been constructed. 

The Bureau of the Budget approved $24 million to be earmarked for bank- 
erosion control and channel stabilization from Omaha, Nebr., to Sioux City, 
Iowa, for fiscal year 1954. Up to this time no part of the $2% million has been 
appropriated for the purpose above described. The Senate did include $2,200,000 
for this purpose in the regular civil-functions appropriation bill, but it was not 
approved by the conferees. 

I beg to say that I have never asked Congress to spend 1 dime of the taxpayers’ 
money in my district for anything which the people I have the honor to repre- 
sent could do with their own money. The Army engineers were ordered by law 
to make the river navigable from Sioux City, lowa, to Kansas City, Mo. Hence 
it is a Federal responsibility and cannot be done in any other way than by Fed- 
eral appropriations. 

Therefore, I respectfully request that $2,200,000 for channel stabilization from 
Omaha, Nebr., to Sioux City, Lowa, be included in the supplemental appropria- 
tion bill now being considered by your committee, which is the same amount as 
previously approved by the Senate. 

Respectfully yours, 
Ben F. JENSEN, 
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Derense TRANSPORT ADMINISTRATION 


STATEMENTS OF JAMES K. KNUDSON, ADMINISTRATOR; HOMER 
C. KING, DEPUTY ADMINISTRATOR; FRANCIS A. SILVER, GEN- 


ERAL COUNSEL; AND CLARENCE BARKER, ADMINISTRATIVE 
OFFICER 


JUSTIFICATION 


Senator Corpon. Commissioner Knudson of the Interstate Com- 
merce Commission; Mr. King, Deputy Administrator; Mr. Silver, 
General Counsel; and Mr. Barker, administrative officer, will testify 


with respect to estimates or supplemental appropriations for Defense 
Transport Administration. 


The justification will be made a part of the record. 
(The justification referred to follows:) 


DEFENSE TRANSPORT ADMINISTRATION BupGet Estimate, Fiscau Year 1954 


SUBJECT-MATTER INDEX 
Ourrent organization chart 
Proposed organization chart 
Authority 
Amounts available for obligation 
Obligations by activities 
Obligations by objects 
Analysis of expenditures 
Detail of personal services 
Justification for budget estimate 
Relations with the Interstate Commerce Commission 
Schedule of activities for fiscal year 1954 
Executive direction and administration 
Mobilization and transport specialists 
Tax amortization and defense loans 


Working fund, Interstate Commerce Commission 
Summary staffing table 
Obligations by objects 





| 








387 


SUPPLEMENTAL APPROPRIATION BILL, 1954 


. 


TH 


ann 
SY SISVE D908 GaY 2M ¥ MO CR0ldN2 TeV Simvi Wises 
231 #0 SVS O13 
IHL AG VLO 40 SHOISIAIG SMIIVERG0 Ji¥IEd 
Oldd¥ 2HL HOMOWNL C3LINONOD FBV ANYSS303" 
FEIMK WOLLVOLLSIAM GNY WOLLVINIS 38438 O13U (0 


iWN38s OWV san} Hie Waa Q/ 
221 “SUIIBUVD BOLOM 40 NVIENE (4) 
291 “YOUNIS 40 NV3uNG (7) 

30 VIMMOSNSd ONY SILIWIVE QMIZI WIN °SIDANIS O13IE 








366) “| w7e0190 





SmVAGIOOT BALLAOETS 60 BOi400 


© wv 


MOLAVULSINIRNGY AVOdENVUL 39N3130 
LYVHD NOILVZINVDYO 


— 
291 
40 Nv3"nE 
gaviS W3l3 Va) a ) () Ww 
L-—-—— = wnat woIsiata WOISIAIG WOIStAId WOISIAIO 
WOT 35N3336 STVIN2LYN ONY WOLLVZI TIAA 3OVWOIS ONY 
av Hao dnvm LN3MEiNOI 10d SHISROHIUYE 








WOLLYTILBOMY IVI 


Posmay 


s3oiau3s 


oe mae ona 
201 fad 
u3H1O 
§391440 


[ 991 


3OtAw3aS 
40 nvaune 


NOSIVIT ONV 
NO!LYNYOSN! 








NOISSIWWO9 
JOYN3SWWOD 
ZAVISHSILNI 


bias 
ee 








SNOISS3SSOd 
ONY SZINOLINNSL 
¥OJ ANVLSISSYV 

Twidads 


¥391330 
JAI LVYLSININOY 


YOLVELSININGY 
Aind3d 


WOLVULSININGY 


LYOdSNVUL JISNIII9C 











(y (9) Ww) 
ROISIAIC WOISiAld WOISIAIO 
LwogswvaL Leoeswved ieogsaver — | 
421va ONVTMI AVANOIH 2 133415 avouws | 

J 

qasnnoo sf 
; 
Wu3nz9 | 

a 

33111wwoo 8 

auosiagy ff 

oer j 

——— 






SMI WOU 21419345 WL SISINRIN 
SHAVE S3/9NI9V LNBMNEIAOS UIKLO 
WOLLYELSININGY SIDIANIS WUIN39 
| BOINZINI IHL 40 INIMLEYEI0 j 
3S3430 40 LN IML¥d30 


BAILNDAX3 i 


3983WM0D 40 INIMUBV3I0 
DUAL INDIVDV 40 LNIW LE Yd 30 i 


(e120! 0 3) 


SIDNI9V SONI LVe3Sd009 
EN os mS me 











1954 


SUPPLEMENTAL APPROPRIATION BILL, 


THE 


388 


€ 
« 





‘291 40 Siivis 

@1314 F1VINdONddY IHL 
WONOUHL OF19N0N0D INV ABV 
“$S399N JWIHM WOILVSIISIANI 
OMY WOILVINISINdI¥ 01313 












eee: ') ator 


NOILVELSININGY LYOPENVUL BSNIIZG 
LYVHD NOILVZINVOYO 












- 
eee am oe som os iF dh0ud $1$11¥193dS 
S39IANIS Be SNVO1 3SN3430 ONY LYOdSNYYL ONY 
9°9 | “4 NOILVZILYONY XVL NOILYZ11180W 
YIHLO 
ote 
s a 
Eee 
H oT ¥391440 13SNN09 
nvIyng JALVYLSININGY WY3N39 sili 
a s J2L1INWOD 8 
eed Mosindy & 
B AONJDVUSIN § 
z Do inthiliemenenmientl 
no S gpeesesccesseceg 
4 é 5 F 
OISSINNOD YOLVULSININGY ALNd3za : ‘ 
———— ile SJIONIOV 
‘Sean auuee i : 
3IVISUBLNI & YOLVYLSININGY 5 ONILVY3d009 B 
; AYOdSNVYL 3SN3430 Z e 
BS aa eee a7 Lecousosnsesed 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 3389 


AUTHORITY 


The Defense Transport Administration was created October 4, 1950, by ‘‘that 
Commissioner of the Interstate Commerce Commission who is responsible for the 
supervision of the Bureau of Service of the Commission’? (Organization Order 
DTA 1, 15 F. R. 6728) acting under the authority of section 902 (b) (2) of Execu- 
tive Order 10161, dated September 9, 1950 (15 F. R. 6105, 3 C. F. R. 1950 Supp. 
123), delegating certain functions of the President under the Defense Production 
Act, 1950 (Public Law 774, 81st Cong.). The specific funetions delegated to the 
Commissioner byExecutive Order 10161 pertained to priorities and allocations, 
requisitioning, expansion of productive capacity and supply, and voluntary 
agreements, and were with respect to domestic transportation, storage, and port 
facilities, or the use thereof, excluding air transport, pipelines, coastwise and 
intercoastal shipping. 

Executive Order 10200, dated January 3, 1951 (16 F. R. 61), establishing vhe 
Defense Production Administration, terminated the delegations made under 
Executive Order 10161 relating respectively to priorities and allocations, requisi- 
tioning, and voluntary agreements and delegated them to the Administrator of 
DPA with the proviso that, “pending the further order of the President or the 
Director of Defense Mobilization,’’ and excluding certain functions (relating 
respectively to central progarming, determinations as to adequate facilities for 
defense production and procedures incident thereto, asssmbly of estimated labor 
supply requirements and approval of voluntary agreements) the Administrator 
of DPA “shall * * * provide by redelagation or otherwise for the performance 
of the said functions by the respective officers and agencies to whom the said 
functions were delegated by the said Executive Order 10161 and their delegates’”’ 
(sec. 2 (c) (1), Executive Order 10200). The Administrator of the Defense 
Production Administration by delegation No. 1, dated January 24, 1951 (16 F. R. 
738), delegated to the Commissioner the functions which he performed under 
Executive Order 10161 with respect to priorities and allocation and as a claimant 
agent; assigned him functions with respect to making recommendations to DPA 
for the issuance of certificates pertaining to loans authorized by the Defense 
Production Act; assigned him functions with respect to making recommendations 
to DPA for the issuance of certificates under the Internal Revenue Code pertaining 
to accelerated amortization of defense facilities, and assigned him functions with 
respect to making recommendations to DPA for the approval of voluntary agree- 
ments and programs as provided in the Defense Production Act. Further, the 
Administrator, by DPA Regulation 3 (16 F. R. 12431), authorized the Commis- 
sioner to exercise powers to requisition or condemn property for domestic 
transportation, storage, and port purposes. 

Executive Order 10219, dated February 28, 1951 (16 Federal Register 1983) 
“defining certain responsibilities of Federal agencies with respect to transporta- 
tion and storage”’ authorized the commissioner in utilizing the functions vested in 
him under the Defense Production Act of 1950 to: 

(a) Assemble and analyze data with respect to requirement to be imposed on 
domestic transport and storage facilities; (6) formulate such plans and programs, 
and take such action, as may be desirable to meet requirements for domestic 
transportation and storage; (c) coordinate and direct the domestic movement of 
passenger and freight traffic; (d) allocate the use of domestic transportation and 
storage facilities; (e) administer such priorities as my be necessary to insure 
the movement of essential traffic (subject to such policies and orders as the 
Defense Production Administration may prescribe); (f) act as claimant for 
materials and manpower for the construction, operation, maintenance, and repair 
of domestic transportation and storage systems and facilities; (g) cooperate with 
named Government departments to achieve the effective coordination of inland 
and ocean transportation and the efficient operation of all port facilities to meet 
military and civilian requirements; (h) cooperate with named Government 
departments to achieve the effective coordination and utilization of storage 
facilities; and (7) utilize the services of the ICC and of such other Federal, State, 
and local agencies as he deems desirable in the performance of his functions. 

By Executive Order 10324 of February 6, 1952 (17 Federal Register 1171) the 
jurisdiction and authority of DTA were extended to the Territories and possessions 
of the United States. 

The original delegation of authority contained in part IX: General Provisions of 
Executive Order 10161, giving the commissioner the power to create an agency 
or agencies, under his jurisdiction, to administer functions delegated to him, has 
not been terminated or revised. 
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SALARIES AND Expenses, Derense TRANSPORT ACTIVITIES 


Amounts available for obligation 





















































4 Estimate, Estimate, 
| Actual, 1952 1953 1954 
bo i — siatenieiatics “ si | abana acces dalle 
Appropriation or estimate semaesaneen eligible “a $2, 543, 750 $2, 200. 000 $500, 000 
Reimbursements from other accounts i spoubaigacne 2, WOES |civcsdsave’ ate 
Total available for obligation ..... . .............-...- 2, 545, 811 2, 202, 532 500, 000 
Unobligated balance, estimated savings alien -| —93, 588 EE EY Roctpnienalitese 
. ‘ : | a ook ee eT pete 
Oiaatiena MeN a. 6s oie cs en Shin shawl | 2, 452, 223 2, 138, 943 | 500, 000 
Obligations by activities 
Description Estimate, Estimate, 
Actual, 1952 1953 1954 
SNe ORRIN, 6 ott nn eontancccgsnnssiannncstiibean $2, 452, 223 $2, 138, 943 $500, 000 
SALARIES AND Expenses, DEFENSE TRANSPORT ACTIVITIES 
Obligations by objects 
a Estimate, Estimate, 
Object classification Actual], 1952 1953 1954 
Tots] num ber of permanent positions. -. picid clit ieihidih blinta 202 202 35 
Full-time equivalent of all other positions.................._-- 12 6 2 
Average number of all employees. - - __- 7 Lepioe one _199 143 39 
Average salaries and grades: * lt ae aA TA Line 
General schedule grades: 
Average salary aa : $5, 715 $5, 838 $6, 928 
Average grade. ___- be acne GS-8.2 G8-8.3 G8-9.6 
01 Persone! services: ee ee oe 
Permanent positions ae ; $1, 001, 931 $844, 812 $244, 900 
Part-time and temporary positions. biteiae 109, 011 61, 592 20, 000 
Regular pay in excess of 52-week base Sita beeen 3, 854 3, 146. 904 
Payment above basic rates - 2, 084 650 196 
Payment to other agencies for reimbursable details __- 20, 958 Wy eh en cist cods 
Total personal services... - a dittlechdpeabidis wb 1, 138, 738 912, 455 266, 000 
02 Travel Nenecliaieet: siadinaee naam ‘ 85, 907 47, 912 21, 000 
03 Transportation of things.......__- aman ees 13 gaa Se eee 
04 Communication services................................. 15, 096 16, 509 8, 000 
06 Printing and reproduction sad wulsedek® «Ghd acabibex husband | 4,615 1, 161 300 
07 Other contractual services... .........-..-......-. bed 14, 291 14, 910 2, 000 
Services performed by other agencies aeneeneeuberainabedn 1, 144, 233 1, 137, 204 200, 000 
08 Supplies and materials.....................- odtelighiciiuld 18, 118 5, 467 1, 700 
09 Equipment..._-. Miaitheditinedbbtimntdpaswbn bite bhilnn dhe taidie 28. 317 1, 766 500 
15 Taxes and assessments A i cas al iat cal 2, 895 1, 553 | 500 
ND GUE cdc n ces ethene ben wcbivdbcntedes 2, 452, 223 2, 138, 043 500, 000 
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SaLaRies AND Expenses, Derense TRANSPORT ACTIVITIES 


Analysis of expenditures 


Unliquidated obligations, start of year 
Obligations incurred during the year. 


Deduct— 
Reimbursable obligations. 
Unliquidated obligations, end of year 


Total expenditures 
Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations... 


SALARIES 


- 3" 








Detail of personal services 





. . Estimate, Estimate, 
Actual, 1952 1953 1954 
$129, 681 $104, 415 
$2, 452, 223 2, 138, 943 500, 000 
| 2, 452, 223 2, 268, 624 604, 415 
2, 061 2, 532 
129, 681 104, 415 | 25, 000 
2, 320, 481 2, 161, 677 579, 415 
| 2, 320, 481 2, 031, 996 475, 000 
; 129, 681 104, 415 


AND ExpENsES, DEFENSE TRANSPORT ACTIVITIES 





DEPARTMENTAL—GENERAL SCHEDULE GRADES 


Grade 18. Rate of $14,800: Deputy Administra- 
tor ie 
Grade 17. Range $13, 000 to $13, 800: 
Director, ec uipment and materials... 
Director, inland water — ondee 
Director, manpower. . bad 
Director, port utilize ation. 
Director, warehousing and storage. - 
General counsel... Jeol 
Grade 16. Range $12,000 to $12,800: Director, tax 
amortization and defense loans 
Grade 15. Range $10,800 to $11,800: 
Administrative assistant, staff assistant 
Administrative officer 
Assistant general counsel. 


Chief, equipment and manpower braneh....|_. 


Chief, field operations _.- 
Chief, general merchandise branch__ 
Chief, materials branch. ---- shined 
Chief, passenger operations branch.........- 
Chief, program planning branch. -. 
Deputy director, amortization and defense 
loans.......- ‘ 
Information and editorial specialist. —_ | 
Transportation specialist | 
Grade 14. Range $9,600 to $10,600: 
Assistant chief, field operations. . - . 
a” mane chief, utilization and traffic con- 
Dl. dt dete tiienielanansdediniwbes 
Chief, liquid transport __ - - 
Chief, railroad section, programs. braneh___- 
Chief, taxi section. 
Chief, ways and structure............- 
Defense loan specialist... .. 
Equipment and materials spec ialist. ‘ 
Industrial and financial specialist .......-...-. 
Industrial specialist... ._. - 
Information and editorial specialist _- 
Inland water and port utilization specialist. ‘ 
Loan examiner. 
Manpower specialist... - Deese 
Special assistant to the Administrator... __- 
Storage specialist. .................-.-.-..-- 
Street and highway specialist P55 Eiopakmns 





Tax amortization specialist................- 
Transportation specialist 


Actual, 1952 


Nur 


ber 


Warehousing and storage specialist..........|....- 





ae et tt et 


et et et 


nee 














Estimate, 1953 
Tvtal Num- Total 
salary ber salary 
$14, 800 1 $14, 800 
13, 200 1 13, 200 
13, 000 1 13, 000 
13, 000 1 13, 200 
13, 000 1 13, 000 
13, 000 1 13, 200 
13, 200 1 13, 200 
12, 000 1 12, 000 
10, 800 1 10, 800 
10, 800 | 1 10, 800 
22, 600 | 2 22, 850 | 
_ -| 1 10, 800 
10, 800 1 11, 050 
10, 800 1 11, 050 
10, 800 | 1 10, 800 
10, 800 | 1 11, 050 
10, 800 1 10, 800 
10, 800 1 10, 800 
el 1 19, 800 
21, 600 2 22, 100 
9, 600 1 9, 800 
9, 600 1 9, 600 
9, 600 | 1 9, 800 
9, 800 | 1 9, 800 
9, 600 1 9, 600 
9, 600 1 9, 600 
9, 600 |.... Sassen ? 
pe dedse bee adeise cat 
See 1 9, 600 
19, 200 3 29, 000 
9, 600 |...--- sfwocsncssws 
wwitiectoanebwd al js 
wilt 1 | 9, 600 
“"9600) 1 9, 600 
9, 600 1 | 9, 600 
son ae 
9, 600 |- 


9, 600 | ae 








Estimate *°°* 





Num- Total 
ber salary 
1 $14, 800 
| 
1| 13,200 
1 12, 000 
“a1 11,050 
- | 
| 
1 9, 600 
1 | 9, 600 
| cous 
1 9, 600 
1 9, 600 
1 9, 600 
1 9, 600 
a, 9 9, 600 
1 | 9, 600 





wes 
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Detail of personal services—Continued 








Actual, 1952 Estimate, 1953 Estimate, 1954 
Num- Total Num- Total Num- | Total 
ber salary ber salary ber salary 
DEPARTMENTAL—GENERAL SCHEDULE | . | 
GRADEs—continued | 
Grade 13. Range $8,360 to $9,360 
Administrative assistant ] $8, 560 1 $8, 560 | 
Amortization specialist 3 26, 280 | 
Assistant chief, school bus l 8, 360 1 8, 360 
Assistant to administrative officer 1 8, 300 1 8, 360 | 
Assistant to chief, | enger operations l 8 360 | | 
Defense loan aralyst l 8, 360 
Industrial and financial specialist 3 2| $17,120 | 
Industrial specialist 2 16, 720 2 i 
Information srecialist 1 | | 
Loan exuniner 1 
Port fe cilities speci list l 9, 360 1 | | 
Storage spect list l 8, 260 1 
Transportation equiprrent specialist 1 &, 360 l 
Tren.port ti n spe 1 8. 360 1 
til l 8, 360 1 





Transport*tion an‘l utiliz tion specialist 




















Grade 12. R: nge $7,040 to $8,04 
4mortize tion speci list l 7, 040 
Vy Eis nalvst 4 29, 360 ] 8, 040 
Field represent* Trvt 2 14. O80 2 14, O80 
Industriol] and finenei-! specislist 3 21. 320 i 7. 240 
Informetion speci list | 7, O40 } 7, 040 | 7 
Manpower li isn representative l 7, 040 1 7, 240 | 
Port facilities anrlyst l 7, 040 1 7, 040 | 
Pert utiliz tion specialist ! &, 040 1 8, 040 | 
Statistician l 7, 040 1 7,040 
Grade 11. Renge $5,940 to $6,940 
Amortization speci list 2 11, 880 l 5, 940 
Analytical stetistician l 5, 940 l 5, 940 | 
Budget analyst 1 | 5, 940 | 
Defense loan enalyst 5 30, 700 4| 24,160 
Field transport’ tion representative l 6, 940 l 6, 940 | 
Industrial and financi’ 1 speci: list 2 12, 880 
Information and editorial specislist 1 5, 940 
Security assistant I 5, 940 l 5, 940 
Grade ¥ Range $5,060 t S58] 
Acministretive assistant I 5, 185 2 10, 370 1 5, 060 
B et enelvst l 5, 185 
Defense loan anelyst l 5, 310 l 5, 310 
Industri*] and financial specialist ! 5, 060 
Information specialist l 5, 060 
Investigator l 5,810 l 5,810 
Personnel sssistant 1 | 5, 060 
Record anelyst l 5, 185 I 5, 310 
l'ransportstion economic analyst l 5, 185 l 5, 185 
Grade 8. } e $4,620 to $5,370 2 9, 365 2 9, 615 | 
Grade 7 e $4,205 to $4,955 19 83, 895 16 72. 030 5 | 
Grade ¢ © $3,795 to $4,545 2 2 8,715 1} 
Gr € $3,410 to $4 41 39 145, 865 - 
Grade 4. Range $3,175 to $3,655 31 33 111, 495 3 10, 005 
Grade 3. Range $2,950 to $3,430 17 16 49, 760 
Grade 2. Range $2,750 to $3,230 2 2 6, 460 
Crafts, protective, and custodial grades | 
Grade 4. Range $2,750 to $3,230 2 6, 300 3 9, 130 2 | 6, 380 
Grade 3. Range $2,552 to $3,032 3 21, 136 7 18, 584 
Total permanent, departmental 202 |1, 124, 75 202 |1, 148, 699 | 35 235, 000 
Deduct lapse 15 122, 820 65 303, 887 | | i 
Add terminal leave in excess of lapses : 2 9, 900 j 
Net perm , departmental (averags } 
number salary 187 |1, 001, 931 137 844, 812 37 244, 900 
Part-time and temporary positions: W. a. e. em- 
ployees 109, O11 cal 61, 592 .| 20, 000 
Regular pay in excess of 52-week base 3, 854 ‘ 3, 145 " 904 
Payment above basic rates: Overtime and | 
holiday pay . 2, 984 650 ‘ 196 
Payments to other agencies for reimbursabk 
details . 20, 958 2, 256 


01 Total personal service 1, 138, 738 012, 455 | 266, 000 
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Derrense TRANSPORT ADMINISTRATION 
JUSTIFICATION FOR BUDGET ESTIMATE, FISCAL YEAR 1954 


Introduction 


In the preparation of the budget estimate for 1954, DTA is working without 
specific assumptions other than the general declaration of policy that defense 
production now requires a limited diversion of certain materials and facilities 
from civilian use to military and related purposes, and requires expansion of 
productive facilities beyond the levels needed to meet the civilian demand, 
Thus, there is pending legislation to give the President full power to require 
allocations of any material to defense activities, and to require that defense 
requirements be given priority. Therefore, the requirements for domestic trans- 
port, storage, and port services in the face of a continuing military and defense 
production program on a standby basis must, of necessity, be an integral part of 
the mobilization effort as the Nation moves forward in the interest of national 
security. 

From the public expressions of the President and the Commander in Chief, 
and the Director of the Office of Defense Mobilization it would appear that 
there is no indication of an effective change in the international situation that 
permits abandoning or relaxing the development and maintenance of mobilization- 
readiness programs now under way; also, while our defense program can be con- 
tinued in the foreseeable future with a minimum use of controls, this does not 
indicate any decreased need for developing and maintaining an adequate mobiliza- 
tion base. The present general relaxation of controls makes it doubly important 
that we have the means to meet promptly defense problems when they arise, 
and to meet and to increase the use of controls whenever a change in the mobiliza- 
tion level or in the economic situation should make them necessary to avoid im- 
pairment of the national defense and general hardship in the civilian economy. 

Voluntary measures become more important as controls are relaxed. For 
example, in the transportation field there is primary need for heavy steel plates, 
rail, etc., which will be in short supply, and doubtless some railroads, barge 
lines, etc., will have trouble meeting their requirements in the absence of controls. 
Therefore, there is still need to assist them to fulfill their needs on a voluntary 
basis. Also, now that the production phase of our mobilization is developing 
momentum, particularly with respect to transport movement, there is increasing 
need to meet the periodic demands from the military, such as the tankcar short- 
age, as well as to meet the civilian demands as, for example, the heavy wheat 
movement and storage problems incident thereto which are presenting serious 
problems right now. 


Programs and activities 


The programs and activities of the Defense Transport Administration are re- 
lated to the sustained provision of domestic transport, storage, and port services 
in support of the Nation’s defense production and mobilization effort. If there is 
to be continued emphasis on defense production and mobilization, and if these 
programs are to be accompanied by incentives to business for providing the nee- 
essary capital for requisite expansion of facilities or for Government assistance 
in connection with such expansion, then the activities of DTA would continue 
under an extended Defense Production Act regardless of Korea or any other 
isolated military action. The DTA activities under such pending legislation are 
set forth briefly as follows: 

1. Controls and activities to sustain defense production.—(a) Regulation through 
allocations and priorities powers to assure more efficient use of transpotration, 
storage, and port equipment and facilities in times of shortage. 

(b) Allocation of use of transport storage and port equipment and facilities 
to particular services, as needed, either through allocations and priorities powers 
or by securing voluntary cooperation. 

2. Current expansion activities to sustain defense production and full mobilization.— 
(a) Plan, promote and encourage action to complete facility expansion goals not 
yet attained. 

(b) Tax amortization. 

(c) Loans. 

3. Mobilization readiness to sustain full mobilization.—(a) Determination of 
full mobilization requirements and supply. 

(b) Development of standby orders and regulations for full mobilization control. 
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(c) Participation on ODM working group in planning to meet national and 
local transportation problems incident to enemy attacks on the continental United 
States, including postattack rehabilitation of facilities. 

(d) Assembly, and maintenance of statistics of available transport, storage, and 
port facilities and capacities. 

Many of these programs and activities stem, not from the actual provision and 
maintenance of domestic transport, storage, and port services themselves, but 
rather from the necessities of the total defense production effort and the activities 
and programs of the various emergency agencies of the Government established 
under the Defense Production Act of 1950. Hence, there is not so much relation- 
ship between the activities and programs of DTA and the Korean emergency as 
there is between these programs and those of the control agencies of the Govern- 
ment operating on behalf of the defense production effort. So far as the freight- 
car shortage is concerned, there would be a problem if the Nation were to resume 
normalcy tomorrow. As a matter of fact, considerable difficulty is anticipated 
in the movement of this year’s wheat crop because of the relatively tight storage 
situation which will create a tendency on the part of shippers to use freight cars 
for storage purposes and thus reducing the utilization of freight cars now available. 
Service agents of the ICC are expected, through their regular inspections of rail- 
road operations, to be an important factor in obtaining maximum utilization of 
freight cars during the difficult period ahead. 

As long as any priority considerations exist giving the Military Establishment 
first preference with regard to the use of materials in critically sbort supply, it 
would be necessary to have a militant standby staff operating for DTA in the 
discharge of its responsibilities as a claimant agency, and to take all proper steps 
to insure the continuity of transportation efficiency as related to the mobilization 
effort. 

Stated in another way, as long as other temporary defense mobilization agencies of 
the Government exist and continue to exercise functions which exert an influence 
upon domestic transport, storage, and port-equipment facilities and operations, 
DTA must as a minimum maintain a strong and capable skeleton staff to see that 
domestic transport, storage, and port activities are not adversely affected by the 
activities of such other agencies. The real nature of the rate at which controls 
can be relaxed and activities discontinued is, in each instance, the rate at which 
the production or availability of required elements of physical items and man- 
power reach adequate levels for the defense supporting and civilian economies 
without interfering with the acquisition of such items by the Defense Establish- 
ment. 

The requirements of the military for transport, storage, and port services within 
the continental United States as well as the Territories and possessions, and 
similar requirements of other agencies engaged in defense production do not con- 
stitute the sole problem with which DTA must cope. From all indications, there 
will be continuing problems in the future, growing out of the Nation’s connections 
with foreign governments. Among these are commitments in connection with 
the North Atlantic Treaty Organization. We are still engaged in cooperating 
with the Mutual Security Administration and other agencies engaged in foreign 
relief programs of various sorts. All of these activities have an effect, regardless 
of the outcome of the present action in Korea. Sufficient staff must be available 
for DTA to analyze the transport, storage, and port problems related to such 
projects and movements, to arrange for proper coordination of domestic transport 
and storage operations with ocean shipping, to stimulate consideration of increased 
efficiency in the use of equipment and facilities, and to handle the emergency 
rerouting or diversion of traffic in times of disaster, natural or otherwise. 

During the current year our survey team visted and surveyed transportation, 
storage, and port facilities of Puerto Rico, Hawaii, Guam, and Alaska. From 
observations made during these surveys it is evident that additional consideration 
and effort, because of transportation, storage, and port facility shortages, is 
necessary for effective transportation mobilization, particularly in Alaska and 
Puerto Rico. Surveys conducted thus far reveal a need for more intensive sur- 
veys, planning, and action to enable the Territories and possessions to carry their 
share of the overall transportation burden during the mobilization period. The 
extent of our activity, however, will depend on congressional policy, executive 
coordination, and interagency action with regard to transportation, storage, and 
port facilities in our Territories and possessions. 





o 
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Civil defense 


DTA activities and responsibilities in connection with transportation problems 
incident to anemy attacks on the continental United States have been fixed by 
agreement with the Federal Civil Defense Administration, Department of Defense, 
Department of Commerce, and other interested Government agencies. By virtue 
of the agreement, which has the approval of the Director of the Office of Defense 
Mobilization, there is now in existence a working group on transportation problems 
incident to enemy attacks on the continental United States. This group will 
devote much thought to transportation during time of civil defense emergency 
and to the cooperation of the various claimant and control agencies of the defense 
mobilization structure in an effective concerted plan of action to cope with such 
emergency situations. This working group will consider the establishment of a 
coordinating committee structure at the national level and certain interagency 
activities at the regional, State, and local levels which will involve three additional 
budgetary considerations from the standpoint of the Defense Transport Admin- 
istration when such a program reaches operating significance. No funds are 
requested at this time, but the contingency should be noted as a possible future 
supplemental request. 


Organization 


To the extent that controls or mobilization activities are exercised by other 
agencies of the Government, DTA must continue its standby operation with the 
personnel properly integrated in a flexible organizational structure to perform 
satisfactorily its related functions. This is considered to be of primary importance 
from the following standpoints: (1) maintaining the identity of DTA’s individual 
areas of interest and responsibility in the domestic transport and storage fi*lds; 
(2) providing salient, identifiable points of contact for each of the industries so that 
there may be no misconception as to DTA’s regard for their equal significance 
and importance; (3) insuring that all problems in a given field of activity, even 
though they may become few and scattered, will continue to receive the attention 
of persons experienced in the several fields of responsibility; and (4) insuring com- 
petent, specialized, identifiable, and continued participation in requisite inter- 
agency activities, including those established by Executive order in the fields of 
warehousing and storage and port utilization. 

The mere change in type of control by a mobilization agency does not of itself 
relieve DTA of the responsibility for maintaining the place of the instrumentalities 
of transport, storage, and port services for which it is responsible in the total 
mobilization scheme. In other words, someone must claim and advocate the 
flow of critical materials, financial incentives, and manpower to the agencies of 
domestic transport, storage, and port activity, regardless of whether the plan is 
known as CMP or the Defense Materials System. Also, the organization must be 
prepared to meet the increasing demands by the military for transport movement 
as the production phase of mobilization develops. 


WORKING FUND 
Relations with the ICC 

This estimate for the Defense Transport Administration is divided about equally 
with a working fund to cover the expenses of those units of the ICC which are 
being utilized by DTA in the performance of its functions. This is in proper 
balance in view of the nature and extent of the foreseeable requirements for DTA 
to discharge its responsibilities. In this connection, the DTA proper has eut 
down to a skeleton staff. It should be noted with emphasis that the working 
fund staff of the ICC performing DTA functions has also been reduced to a skeleton 
foree and cannot meet the increasing demands for transport movement both 
civilian and military, as well as the supporting demands of manpower and civil 
defense which places a heavy burden on the ICC field forces. 

The normal duties of the Bureau of Service include the investigation of matters 
relating to rail operation and car supply as well as compliance with Commission 
regulations concerning movements of explosives and other dangerous articles. 
Pursuant to the arrangements made, the Bureau also performs work in connection 
with DTA responsibilities such as administering and investigating compliance 
with heavier car loading orders issued by the Commission upon representations 
of need made by DTA; investigating rail-water transport and warehousing facili- 
ties; serving on manpower committees of 9 regional and 19 area boards; repre- 
senting DTA on regional committees of the Federal Civil Defense Administration ; 
checking compliance with DTA orders as may be issued trom time to time and 
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collaborating with the Mutual Security Agency, and the Departments of State, 
Defense, and Agriculture, and so forth, to expedite the movement of grain, coal, 
military material, and supplies to foreign countries. 

Under the working agreement with the Commissioner in administrative charge 
of the Bureau of Motor Carriers, DTA utilizes the personnel and facilities of that 
Bureau in Washington and the field in administering its street and highway trans- 
port programs. Besides its regular work for the Commission, the Bureau serves 
DTA in the accomplishment of its responsibilities pertaining to street and highway 
transportation by performing such functions as those involving close personal 
contacts with motor carriers, shippers, suppliers of vehicular equipment, parts, 
and tires, with area manpower committees and State regulatory authorities and 
officials; all to the end of keeping DTA currently informed of the needs of shippers 
and the carriers. We are thus enabled to take whatever steps may be necessary 
from time to time to insure insofar as possible highway transportation service 
adeauate for the needs of the public and national! defense. 

Under a similar working agreement with the Commissioner in administrative 
charge of the Bureau of Water Carriers and Freight Forwarders DTA uses its 
Washington and field staff That Bureau’s contribution to DTA with respect 
to water carriers and their shippers and ports follows generally the pattern set 
for the Bureau of Motor Carriers The arrangement has made it possible for 
DT/: and the Commission to establish additional renresentation at four locations, 
namely, New York City, Houston. St Louis, and Portland Hence, this repre- 
sentation in the field has given both agencies greater coverage in administering 
their functions 

The services of the three bureaus mentioned have been of signal value to DTA 
in making field investigations and revorting facts bearing upon applications by 
rail, motor and water carriers, and by warehousemen and port operators for tax 
amortization and defense loans The information so procured has been of 
invaluable help in passing intelligently upon such applications. 

The compliance aspects of the railroad transport conservation programs 
sponsored by DTA are handled by the Commission’s Bureau of Inquiry pursuant 
to an arrangement with the Commissioner in administrative charge of that Bureau. 

The Administrative Officer of DTA with Commission approval is privileged 
to avail himself of the services of the Commission’s Bureau of Administration. 
Heavy demands are made on the Bureau for its services in connection with budget 
and fiscal matters, and personnel procurement, space, property utilization, and 
other management or “‘housekeeping’’ operations. 

Pecause of the general collaboration and cooperation described, DTA has not 
found it necessary under past or present conditions to establish field offices of its 
own, nor to organize separate supervision therefor. Moreover, and aside from 
the economies effected, DTA has enjoyed the advantage of performance by a 
ready-made organization and by personnel trained and experienced in DTAs8 
particular fields of operation. 

It is conservatively estimated that if DTA had not relied upon the Commission 
in the respects discussed and had been compelled to provide entirely for itself, 
there would have been an additional cost to the Government of somewhere 
between $2 million and $3 million. 


SCHEDULE OF ACTIVITIES FOR FISCAL YEAR 1954 


Statement showing comparison of number of positions and amounts for the fiscal 
years 1953 and 1954 by activities proposed for 1954 


| 








Fiscal year 1953 | Fiseal year 1954 
Activities _— ae eae 
Positions Amount Positions Amount 

Executive direction and administration | 53 | } 12 $89, 919 
Mobilization and transport specialists 103 | 9 110%, 770 
Tax amortization and loan certification 46 | 254,975 | 14 | 106, 211 
Working fund__- biscent ct ; paki ie 150 1, 137, 204 30 | 200, 000 
Is « msenate sis Sehiemniatbe tendinitis alates 352 | 2, 138, 943 65 500, 000 


1 Includes $61,592 for 15 w. a. e. consultants on a part-time basis, 
3 Includes $20,000 for 5 w. a. e. consultants on a part-time basis 
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Executive direction and administration 

The Administrator formulates overall policies for and administers programs, 
orders, and controls to effect the mobilization of domestic surface transportation, 
storage, and port facilities and to provide claimant agency service to these indus- 
tries to enable to obtain skilled manpower and critical materials, equipment parts 
and services for use in the maintenance, repair, construction, and expansion of 
such facilities to meet the needs of the national-defense effort. 

The Deputy to the Administrator shares in the direction of the administration, 
and assumes full responsibility during that portion of the Administrator's time 
spent as Commissioner on regular ICC activities, or when the Administrator is 
absent. 

The General Counsel provides legal services which involve (1) legal research 
and the giving of formal and informal legal advice; (2) the formulation and draft- 
ing of regulations, directives, statements of policy, proposed legislation, etc.; 
(3) formulation and guidance in the use of legal procedures; (4) participation in 
the development and drafting of proposed legislation, executive orders, and regu- 
lations proposed by other Government agencies; (5) preparation for submission by 
the agency of comments upon pending or proposed legislation, executive and other 
orders and regulations; (6) marshaling information and preparation cf statements 
for presentation to, and appearance at hearings before, Congress or other Govern- 
ment agencies; (7) review of Congressional Recorc!, Federal Register, legal pulli- 
cations and releases, and reporting upon matter therein bearing upon functions 
and programs of the agency; (8) liaison with congressional committee staffs, the 
Interstate Commerce Commission, the Departments of Justice, Defense, Com- 
merce, Interior, other Government agencies, and industry and trade associations 
on legal matters; (9) assistance in the development and review of proposed volun- 
tary programs and agreements under section 708 of the Defense Production Act, 
1950, as amended; (10) assisting the Department of Justice in any litigation 
involving DTA responsibilities; and (11) enforcement of, and securing compliance 
with, regulations or orders issued by DTA. 

During fiscal 1954, the General Counsel will represent DTA in the discharge of 
additional responsibilities imposed on DTA by ODM pursuant to a report on 
civil-defense transportation adopted by the ODM Committee on Defense Trans 
portation and Storage, and conditionally approved by the Acting Director of 
ODM. The General Counsel has been designated as a member of a working group, 
consisting of representatives of Government departments and agencies having a 
direct interest. It has been given the task of formulating plans and procedures to 
meet problems with respect to domestic transport, storage, and ports incident to 
enemy attacks on the continental United States, including post-attack rehabilita- 
tion of such facilities. 

The administrative officer is responsible for planning, directing, and coordinat- 
ing the administrative management policies, programs, and procedures, and pro- 
vides advice and assistance to the Administrator on policy and programs to insure 
the integration of Defense Transport Administration programs and functions 
internally in relation to the mobilization of domestic transport, storage, and port 
facilities to meet overall defense and essential civilian requirements. 


Vobilization and transport specialists 

Equipment and materials activities are concerned with sustained provision of 
all domestic transport, storage, and port services and involve: 

1. Defense materials system.—Under the defense materials system, whereby 
priorities are granted only to the Defense Department, the Atomic Energy Com- 
mission, and to direct defense-supporting activities such as the manufacture of 
avgas and the production of electric power for the Atomic Energy Commission, 
it is expected that certain steel products used heavily in transportation will be in very 
short’supply. For instance, the production of ammunition for the Army and the 
Navy will require heavy use of the same mill facilities that produce rail. Rail- 
road rail has been in short supply for several years with the consequence that 
there is, at the present time, a considerable amount of deferred maintenance in 
railroad track. It will be necessary to exert every effort to get full production 
of rail for the next several years to prepare and keep the railroads ready for full 
mobilization. Wide plate, heavily used also by the Department of Defense and 
the Atomic Energy Commission, is another item that will remain in short supply 
and some means must be found to provide an adequate supply of wide plate for 
transportation uses. While it is recognized that the purpose of the defense ma- 
terials system is to provide adequate materials for defense, it is also important to 
defense that the transportation systems be kept efficient and prepared. To do 
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so will require constant work with the Steel Division of NPA and, possibly, with 
both the Department of Defense and the Atomic Energy Commission. 

3. Mobilization readiness—(a) Compilation of historical statistics developed by 
CMP and other control programs.—It is expected that the historical statistics de- 
veloped by CMP will be completed before fiscal 1954 but the interpretation and 
the evaluation of these statistics, as pertains to thorough mobilization readiness, 
will stretch well into the coming year. 

(b) Standby orders and regulations (full mobilization control) system —-NPA is 
now engaged in preparing standby orders and regulations for full mobilization and 
a number of these orders and regulations will have an effect on transportation. 
It will be necessary for DTA to cooperate with and advise NPA lest such orders 
have an inhibiting effect on the maximum utilization of transportation. 

(c) Full mobilization requirements and resources (feasibility test).—F ull mobiliza- 
tion requirements are now under preparation but it appears unlikely that the 
essentiality of requirements for transportation can be fully coordinated with 
resources in the short time available before fiscal 1954. As a matter of fact, 
any such feasibility test is almost bound, in the nature of things, to be a continuing 
process as conditions change, until mobilization actually occurs. 

(d) Specific industrial deficiencies under full mobilization—It is well known 
that the freight car and the reilroad motive power fleets are not large enough to 
handle the traffic of full mobilization. 

(e) Standby statistics—current production and distribution.—It will be necessary 
to keep track of current production in order that an accurate census of transpor- 
tation facilities will be available at the time of full mobilization. 

(f) Postattack rehabilitation of essential industry.—In the event of attack and 
the destruction of transportation, storage, and port facilities, means must be 
devised to rehabilitate such. 

5. Special expediting—See Item 1, above—‘‘ Defense Materials System.” 

The manpower activities involve carrying out the Administrator’s delegation 
and responsibility for adequately manning the domestic transportation, ware- 
housing and storage, and port systems for their construction, operation, mainte- 
nance, and repair to the level necessary to fully support the defense program. 
The manpower demands of the military, plus the continuing losses of manpower 
to defense production and less essential industries, necessitates DTA support and 
assistance as a friend in court before the military establishments and the selective 
service system for the purpose of obtaining delay or deferment from military duty 
for essential transport personnel. 

DTA representations are made to the Interagency Committee on Essential 
Activities and Critical Occupations to provide assurances that the transport 
industries and supporting occupations will not be deprived of personnel necessary 
for minimum safe operation. Because of the continuing severe shortages of 
skilled workers, programs Of training receive DTA attention and assistance, with 
the field staff of the Bureau of Apprenticeship, United States Department of 
Labor, actively assisting in solving manpower training problems on the local level. 
Similarly, the Bureau of Employment and Claims, Railroad Retirement Board, 
and the Bureau of Employment Security, United States Department of Labor, 
respond to DTA requests for assistance to specific industries or individual com- 
panies in the recruitment of manpower. 

Railroad transport consists of supervision of the movement of freight and pas- 
senger traffic, conservation of railroad transport services and facilities and deter- 
mination and justified quarterly presentations of the needs of the railroad industry 
with respect to equipment, facilities, materials, repair parts, fuel and other supplies 
and manpower. To date, an important factor in this work has been the shortage 
of freight-car equipment and it appears that these shortages may be expected to 
continue well in the 1954 fiscal year unless there is a radical change in the general 
situation. DTA by working in close harmony and cooperation with the Bureau 
of Service of the Interstate Commerce Commission, has n taking steps through 
direct and indirect control measures to insure conservation and provident utiliza- 
tion of the Nation’s existing car supply. 

Street and highwav transport consists of direction and control over street and 
highway transport operations and facilities including passenger transportation 
by rapid transit, street railway, interurban railway, trolley buses, school buses, 
ambulances, hearses, and private automobiles, and property-carrying facilities, 
including for-hire carriers, private carriers, and farm vehicles. In general, the 
work involves the anticipated transportation services required of the street and 
highway transport industry which must be predicted and programs developed 
and continually modified to meet whatever conditions arise. Also, information 
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must be assembled and evaluated currently to provide a basis for necessary 
steps which can be taken, in the event of full mobilization, to immediately obtain 
the allocation of such essential materials as may be required by manufacturers 
to provide equipment, materials, and supplies to meet the needs of the trans- 
port industry. 

Inland water transport objectives during fiscal year 1954 are to insure that the 
Nation’s inland waterways and Great Lakes shipping industries (including 
terminals and other inland waterfront facilities) are prepared to meet the de- 
mands for transportation which are placed upon the industry during the cur- 
rent standby mobilization period; and further, to assure that the industry will 
be prepared to meet the extraordinary demands which would accompany a 
stepped-up or an allout emergency. The activities contemplated are based upon 
the economic assumption that the present industrial buildup will level off during 
fiscal 1954-55. Since it is axiomatic that increased transportation activity lags 
behind any industrial expansion, it follows that the buildup of the Great Lakes 
and inland waterways fleets will not reach its peak until 1955 or 1956, a year 
or so after the peak has been reached in industrial expansion. 

The warehousing and storage activities during the fiscal year 1954 will be 
primarily directed to mobilization planning, assembling of current data respect- 
ing facilities and requirements for all types of warehousing facilities, and making 
recommendations concerning accelerated tax amortization and defense loan 
applications. Of primary importance will be the completion of the advance 
mobilization plans for controlling the use of warehousing and storage facilities 
under varying degrees of emergency, including a full-scale war. Plans call for 
the detail preparation of proposed orders and control procedures that will be 
initiated during various phases and for varying degrees of emergency. While 
these plans have been partially completed, the more detailed work remains to 
be accomplished. This involves coordination with the other transport interests 
of DTA and clearance through the General Counsel's office for form and sub- 
stance. It also involves the coordination of these plans with the other Govern- 
ment agencies that are major users of storage services as well as with repre- 
sentatives of industry to properly take into consideration the interests of the 
civilian economy. 

The port utilization activities include continuation of advance mobilization 
planning directed toward protecting adequate port capacity and effecting the 
most efficient use of port facilities and manpower in the event of stepped-up or 
full mobilization, or enemy attacks; correlation of the port activities of interested 
Government agencies, through the functioning of the Interagency Committee on 
Port Utilization; supervision of traffic movement through the Nation’s deep-sea 
ports, in order to maintain fluid movement and develop increased efficiency over 
present operation; and to render necessary technical advice in connection with 
critical material, tax amortization, and defense loan activities in the interest of 
providing adequate port facilities essential to the national-defense program. 

Territories and possessions activities under the jurisdiction of the Defense 
Transport Administration was provided for by Executive Order 10324, signed by 
the President, February 6, 1952. This Executive order superseded Executive 
Order 10161, which provided the definition of functions assigned to the DTA. 
The programs of the Territories and possessions are executed under the general 
direction of the Administrator and under technical direction of the Deputy 
Administrator, who is generally responsible for integrating programs in the 
Territories and possessions with all other DTA activities. The activities of the 
Territories and possessions during the fiscal year 1954 will be primarily concerned 
with mobilization planning, review of current transportetion, storage, and port 
conditions and the assistance in obtaining tax amortization and defense loans for 
industries interested in applying for such benefits. This will entail the collection 
and current evaluation to supplement conditions revealed by our preliminary 
surveys in Puerto Rico, Hawaii, Alaska, Guam, etc., in order to provide accurate 
information and valid recommendations concerning program action which DTA 
should take in any emergency, be it either partial or full mobilization. 


TAX AMORTIZATION AND DEFENSE LOANS 


The Defense Transport Administration has the continuing responsibility for 
serving as recommending agency to the ODM on all cases involving applications 
for accelerated tax amortization and defense loans authorized by the Defense 
Production Act of 1950, as amended, and received from any commercial firm 
engaged in transportation, storage or port operations and from supporting indus- 
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tries in this country, its Territories and possessions. The tax amortization pro- 
gram provides an incentive to needed expansion in all fields of endeavor within 
the defense production programs by encouraging the expenditure of private capital 
without Government financing. The railroads, for example, have been willing 
to place orders for badly needed freight cars under the prospect of accelerated 
tax amortization, this despite the fact that until the impact of the defense produc- 
tion effort railroad revenues were considerably “off”’ Similar conditions apply to 
locomotives, lake vessels, barges and towboats, certain highway transport facilities, 
warehouses, grain storage, port facilities, ete. The defense loan incentive is made 
available only where other means of obtaining facilities necessary to the defense 
effort are either inadequate or unavailable. 

After completely detailed and thorough survey of the transportation plant of the 
country was made by the various line divisions of DTA, certain goals were set to 
reflect that amount of expansion considered necessary to improve and strengthen 
the railroad, waterway, trucking, storage and port industries in order to cope with 
the present emergency and with the “buildup” for defense mobilization. The 
results of the survey were recommended to the ODM, who in turn officially ap- 
proved and established them as expansion goals for the transportation, storage 
and port industries. It must be reiterated that the attainment of the minimum 
goal standards is of vital necessity in order that manufacturing industries and 
military logistics may be able to depend upon the transportation plant. As of 
this time, the goals are approximately at less than 60 percent completion. It is 
submitted that the remaining 40 percent is equally as important as the 60 percent 
now achieved, if not more so. For example, one of the goals calls for 436,000 
new freight cars of various types. Of this approximately 270,500 cars have been 
certified. Similarly, the locomotive goal calls for the addition of 15,500 new 
locomotives Of this, approximately 8,500 have been certified. The target date 
for the completion of both these goals has been set as of July 1, 1954. Because 
of the severe steel shortage in the recent past making it impossible to maintain 
the desired delivery ratio of cars and engines, steps have already been taken to 
extend this target date to December 1954 as the earliest possible delivery date 
for the huge amount of cars and locomotives required. 

This Administration conducts periodic 6-month surveys in order to ascertain 
whether or not the goal objectives are realistic and necessary in the light of past 
achievements as well as present and anticipated shipper demands. These sur- 
veys lead to the strong conviction that the balance of the cars and engines must 
be added to the fleets in the best interests of the mobilization effort. The amount 
of freight cars and engines certified to date, as mentioned above, involve the 
expenditure of approximately 33,175 million by the individual railroad corpora- 
tions. It is immediately apparent that this huge amount of invested capital is 
not readily available to any industry. There is also a natural reluctance on the 
part of management to approve large capital investment in a period of continuing 
increase in cost of materials and services with a corresponding decrease in net 
earnings or investment. The transportation industry, in addition, is closely 
regulated by the ICC. All stock issuances and other means of raising capital 
require the prior approval of the Commission. In large manufacturing industries, 
after the consent of the company’s board of directors is secured, then expansion 
plans proceed to completion without any other outside interference. However, 
in the transportation industries, the approval of the board of direetors to an ex- 
pansion plan is only preliminary and all other regulatory requirements must be 
met regarding the scope of the expansion itself and the means of financing the 
same. Consequently, it can be seen that in regulated industries all expansion 
moves are at a slower pace than is consistent with the large manufacturing indus- 
tries. Also, since all freight cars become a portion of the national pool of freight 
ears benefiting all railroads and shippers located thereon, it becomes necessary to 
convince each particular railroad to make the necessary capital outlay to acquire 
its portion of the additional ficet. All these matters are time consuming. 

The individual roads and the American Association of Railroads have been 
of great help. The railroad industry has actually planned upon the acquisition 
of sufficient freight cars and engines in order to meet the mobilization goals of 
the country. In the light of complete knowledge of all the diverse elements 
entering into the achievement of the goal, and based solely upon past experience 
and results, it is a safe prediction that tax amortization applications for freight 
cars will be filed in the future by the different railroads, at stated intervals, and 
prior to the expiration of the target date of the goal. The same holds true for 
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locomotives. In similar fashion, the goals for barges, tugboats, Great Lakes 
ore carriers, all types of storage warehouses, motor terminal facilities and port 
facilities are being serutinized and pressured to meet target objectives. The 
goal for miscellaneous railroad terminal and road facilities, which is an “open- 
end’”’ type of goal with a dollar volume limitation is now fast becoming of major 
importance. The reason for this is that although certain expansion of these types 
of facilities were apparent and necessary as additions when the defense effort first 
commenced, the rate of increase in shipping and the actual addition of more 
cars and engines on the roads required an almost automatic necessity for the 
increase of freight terminals, vard facilities, trackage, servicing and handling 
facilities. For instance, the stepped-up acquisition of diesel locomotives required 
sufficient servicing facilities for these locomotivs instead of the old facilities which 
were adaptable to steam locomotives only; the increase in power afforded by 
diesel locomotives over steam locomotives permitted the railroads to pull freight 
trains of twice the car length than previously hauled by steam locomotion 
Consequently, on single track lines, most passing tracks had to be extended in 
length to accommodate the longer trains. Similarly, the very increase in speed 
afforded by the diesel locomotive would require certain track work in order to 
operate in proper safety within governing rules and regulations. Thus, in this 
program alone, the necessity requiring expansion is fast arising as of this time and 
as the freight cars and engines which have been certified will be delivered and 
put upon the tracks, then again the railroads will be compelled to expand facilities 
and will seek certification therefor under the law. 

tw» From the above, it is clear that the tax amortization program as it affects the 
transportation industry it is a necessary adjunct to the achievement of the 
expansion goals which were prepared and approved by the best experts available 
to the Government. It is equally apparent that the goals are under constant 
surveillance and that their necessity is demonstrated anew periodically. Again, 
without the inducement of tax amortization, the transportation, storage and port 
industries would be totally incapable of financing the expenditures involved and 
the expansion would not even be planned. It has been demonstrated that certain 
of the expansion cannot even be foreseen until after certain other expansion has 
taken place. Consequently, it is the considered opinion of this Administration 
that the tax amortization program will continue during all of fiscal vear 1954 at a 
pace demonstrated by the attached charts, so that the program is of the utmost 
importance to the mobilization effort, and will require the services of the indicated 
personnel to properly discharge the same. 


TAX AMORTIZATION AND DEFENSE LOANS 


Mar. 31, 11954 budget 


1953 estimates 
Personne! breakdown | 
Top staff : . 4 | 2 
Review staff . 1} l 
‘Tax amortization branch 12 5 
Defense loans branch (post certification matters) 4 3 
Administrative, reports, and statistical section 5 3 
Total : 26 14 
} | Received ' 
| wa 
Pending as Processed 
o, | Average 
of Mar, 31, | : during 
1953 | num be r for Month of |March 1953 
| 3 months March 1953 
jended Mar.|*"* = 
31, 1953 
' 
i SPR gh er we eres saat wv ik? ee “AG 
Tax amortization cases | 173 | 68 66 | 90 
Predetermination 3 13 » 17 
Reconsiderations | 26 | 6 6 8 
Scope amendments . | 19 7 12 | 2 
Extensions of*time 5 ~ 10 6 


Defense loans ; | 2 | 2 1} 5 
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TAX AMORTIZATION AND DEFENSE LOANS—continued 









































animate = mee ea . i aa 
Mar. 31, | June 30, | Sept. 30, | Dec. 31, | Mar. 31, | June 30, 
1953 1953 1953 1953 1954 1954 

CO I I TG ee ee 

Tax amortization: | } 
Cases received or to be received.......| 3,590 | 3, 788 3,986} 4,184| 4,382 4, 580 
Processed or to be processed _- - - | 3,417 3, 631 3, $32 4,033 | 4,234 4, 435 
Backlog ia 173 157 | 154 151 | 148 145 

Defense loans: Silesia oats . - 
Cases received or to be received 120 | 126 | 132 138 144 150 
Processed or to be processed 118 124 130 136 142 148 
a EE areal 2 2 2 2 2 2 
Reconsideration cases: oases: BE re eas ae | Ser a eel! 
Requests received or to be received - - 119 143 | 167 191 215 239 
Processed or to be processed . 93 117 141 165 189 213 
Backlog dbeeedede ‘ 26 26 26 26 26 26 
Predetermination letters: Someta tebe os . 
Cases received or to be received : 184 223 262 301 340 379 
Processed or to be processed - . | 181 | 220 259 298 337 376 
Backlog : 3 3 3 3 3 3 
——SSS |_—————— ————_| oe oo 

Estension of time: | | 
Cases received or to be received... 7 97 121 | 145 169 193 
Processed or to be processed - - - .--_- 68 92 116 | 140 164 188 
Wen i ie aN 5. 5 | 5 5 | 5 | 5 5 
—= = —SS |  —————SS=_|_E ——— > J SS 

Scope amendments: | 
Cases received or to be received... _. 38 68 98 | 128 | 158 188 
Processed or to be processed a 19 49 | 79 | 109 | 139 169 
eR ee ee 19 | 19 19 | | 19 19 
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Working fund, Interstate Commerce Commission summary staffing table 





Employment June 30 
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Bureau of Motor Carriers: 
Departmental - - - - sptannsitsllpipiiiep peta ntiminmiteiicheelesiiiones 
Fie | RRS ONS 


Tatai motor carriers 


Hy] 


Bureau of Service: 
Departmental. _-_....._-. 














THE SUPPLEMENTAL APPROPRIATION BILL, 1954 403 
Derens® Transport Activitrges—WorKING Funpb, INTERSTATE COMMERCE 
COMMISSION 


Obligations by objects 

















| oes 
a Re Estimate, Estimate, 
Object classification Actual, 1952 | 1953 | 1954 
— - a _ — _ — — — — — } — — 
Total number of permanent positions. -.............. shindedmeda 240 228 yp 30 
Average number of all employees. -.-................-.-.....- 191 187 30 
A verage salaries and grades: 
General schedule grades: 
IT Tt. n. cceealtnedpapebdenastindeace $5, 181 $5, 183 $5, 978 
BPR We sin dbbbesVelidiieedtithcaccassncctccacee GS-8. 4 Gs- 8. ade Gene ‘5 
01 Persona) services: 
RE SII 0 Teinsidin situ nh negieahabnepadey alee $¥82, 263 $1, 006, 742 $175, 007 
Regular pay in excess of 52-week base.................. 3, 771 3, 872 673 
Payment above basic rates....................-.-.---- 300 113 100 
‘RWG PORUOTIN GUUVIID. Secon ccc cudccccsoneeceus . 986, 341 1, 010, 727 175, 780 
Ce ok ois barb h Ub d Wad As wlide chnnddtbadddundunecacsecee 119, 247 105, 455 17, 600 
03 Transportation of CGR. -- Siisscnctenes nada biti <td 629 1, 239 500 
ee ee a 8, 302 8, 334 1, 800 
0S Rents aie UtUUity Servicws.... ..-. 2... ces cenerncccewncces 160 2, 300 2, 300 
06 Printing and reproduction _. Tee En bvesesck Bad dies 
07 Other contractual services. . 2, 209 1, 031 200 
08 Supplies and materials__-.-. 3, 581 1, 967 500 
oo E quipment ieee an 8, 839 877 320 
15 ‘Taxes and assessments.............-.--.------.----... a 7, 675 5, 274 1, 000 
SN EONS Stitt ice ine i paenets Wle~asbee 1, 144, 233 1, 137, 204 200, 000 











GENERAL STATEMENT 


Mr. Knupson. I am James K. Knudson, Administrator of the 
Defense Transport Administration. You will recall the Defense 
T ransport Administration is one of the several defense agencies insti- 
tuted in 1950, shortly after the Korean incident. We have been func- 
tioning since as part of the general defense mobilization scheme. We 
had appropriated last year the sum of $2,200,000. We began cutting 
our organization about the Ist of January of this year, knowing at that 
time that some of our activities were tapering oif and that we should 
effect cuts in the interests of the President’s economy program. 

We were asked to submit an estimate to the Budget Bureau based 
on our appraisal of the defense situation as it affected transportation. 
I mean by that, all domestic transportation except salt water and air 
transportation. We submitted an estimated amount, based on our 
appraisal of defense needs, of $1,600,000. ‘The Budget Bureau cut 
that to $500,000 and the House has cut that back to $350,000. 


REQUEST FOR RESTORATION OF FUNDS 


My appearing before you this morning is intended to convince you, 
if I can, that it is in the interest of national defense to restore at least 
the amount of the House cut. May I tell you briefly what we have 
yet to do in the Defense Transport Administration. I have written 
a letter spelling this out pretty well to Senator Bridges in his capacity 
as chairman of the entire committee. Perhaps it would be your 
desire to make that part of the record. 

Senator Corpvon. The letter will be made a part of the record. 

(The letter referred to follows:) 
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DerenseE TRANSPORT ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, July 21, 1958. 
Hon. Sryies BripGes, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 


Dear Mr. CuarrMan: The supplemental’ appropriations bill, 1954 (H.“R. 
6200), as it passed the House of Representatives, carries an appropriation of 
$350,000 for expenses necessary to enable the Commissioner who is responsible 
for the supervision of the Bureau of Service, Interstate Commerce Commission, 
to carry out functions delegated to him under the Defense Production Act of 
1950, as amended. This amount is $150,000 less than the sum recommended by the 
Bureau of the Budget. The purpose of this communication is to request your 
committee to give favorable consideration to the amount as originally recom- 
mended by the Bureau of the Budget and to afford me an opportunity to appear 
before your committee to submit data and information in behalf of my request. 

The Defense Transport Administration, which was created by me in October 
1950, to carry on my functions as Presidential delegate, has never established its 
own field offices, but has, in the interest of efficiency and economy, enlisted the 
aid of the existing field forces of the Interstate Commerce Commission. Through 
working agreements and delegations of authority, the field offices and personnel of 
the Commission’s Bureau of Service, Bureau of Motor Carriers, and Bureau of 
Water Carriers and Freight Forwarders, have represented DTA in the field. 
The expenses of this service have been handled through the creation of a working 
fund with money provided out of the DTA appropriations, In fiseal 1953, for 
instance, approximately one-half of the DTA appropriation was used for this 
purpose. The annual savings to the Government by the employment of this 
method of establishing field representation is estimated at from 2 or 3 millions 
over what it would have cost had DTA set up its own field offices. Under the 
amount recommended by the Bureau of the Budget for fiscal 1954, to wit, $500,000, 
I tentatively allocated $300,000 to DTA proper and $200,000 to the ICC working 
fund. With the reduction made in the Budget estimate by the House, namely 
$150,000, it will not be feasible for DTA to have effective field representation. 

The need for an adequate DTA field force during fiscal 1954 is supported by 
the transportation situation now existing and as forecast for the futu.e. In 
the principal segments of transportation, i. e., rail, street and highway, and 
Great Lakes, loadings for the first 6 months of 1953 are ahead of the comparable 
period in 1952 and reliable forecasts for the balance of the current year indicate 
a continuation of the upward trend at a more pronounced rate, particularly dur- 
ing the third quarter. The phenomenal grain crop which will be harvested this 
year presages serious storage problems and will have great repercussions on the 
freight car supply, particularly boxcars. 

With no prospect for a substantial increase in freight-car ownership this year, 
the only way the indicated heavy rail movement can be accomplished is by the 
faster turn-around of cars and the prompt mass movement of empty equipment 
to heavy producing areas. We have so far, during the present defense production 
period, been able to successfully alleviate freight-car shortages through ICC 
service orders issued at DTA’s request. These orders were designed to increase 
car efficiency, particularly ICC Service Order No. 866 which was issued shortly 
after the Defense Production Act, 1950, was passed. This service order requires 
railroads to keep necessary records of car movements, to move carload shipments 
promptly after billed, and to make prompt placement of loaded cars after receipt 
at terminals. The close policing of this order and related ones by Bureau of 
Service field agents, who were supported by “‘working funds” provided by DTA, 
is in a large measure responsible for the fairly satisfactory movement of defense 
materials and other movements highly important to the defense effort, such as 
the domestic, import and export ore movements, export movements of grain 
and coal to friendly countries, and other important import and export traffic. 

At the beginning of fiscal 1953, we had 80 LCC service agents paid out of the 
‘“‘working fund’’ provided by DTA. As of August 1, 1953, there will be only 
10 service agents on the “‘working fund.’’ With this small field force, it manifestly 
will be impossible to properly police car service matters for compliance with 
outstanding orders. I believe that it may reasonably be apprehended that if 
our field forces are not increased there will be a substantial increase in car shortages. 

From its creation, it has been DTA’s position that the only real way to eliminate 
car shortages is to increase the freight car fleet, and to this end we advocated, 
and the DPA approved, an expansion goal of 436,000 domestic freight cars for 
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the period January 1, 1950, to July 1, 1954. As of July 1, 1953, our goal balance 
is 175,934, which cannot conceivably be realized by the target date. On our 
approved diesel locomotive expansion goal we are, as of July 1, 1953, short 
approximately 4,000 units. 

Of particular interest to this committee, I believe, is the present status of our 
tax-amortization expansion goals and the current workload in processing appli- 
cations. As of July 15, 1953, our goal balance for freight cars was 148,915 units; 
for diesel locomotives, 6,213 units; for inland waterway vessels, 1,490 units; and 
for Great Lakes ore carriers, 3 units. For miscellaneous railroad terminal and 
road facilities, the goal balance as of July 15 was $148,568,966. The number of 
applications on file as of that date was 185, and, in this connection, it should be 
stated that during the first 2 weeks in July 19538, we received more tax-amortiza- 
tion applications than we had received in any 2-weeck period during the preceding 
6 months. Moreover, June 1953, produced more applications than anv previous 
month this year. July filings will probably exceed June. The in-flow of appli- 
cations exceeds our current rate of output so that our backlog is increasing. 

Since the hearing before the House Committee on Appropriations, DTA has 
been requested by the Federal Civil Defense Administration to name 7 field officers 
to serve on the 7 FCDA Regional Advisory Committees on Transportation; also, 
DTA has been invited to appoint a member of its staff to serve at Federal level 
on the Interagency Advisory Committee to FCDA Transportation Office. No 
part of the expenses of DTA participation in civil defense activity was included 
in the budget estimate or in the presentation DTA made before the House com 
mittee. The work of these advisory committees has the express approval of the 
Office of Defense Mobilization. Their work will have to do with transportation 
problems incidental to enemy attacks on the continental United States. 

We have also recently received work assignments from ODM in connection 
with the mobilization readiness program and plans for emergency control of port 
utilization under full-scale mobilization. 

We have in the past, and will in the future, continue to prudently expend the 
funds given to us by the Congress. As evidence of our efforts in behalf of prudent 
management, may I[ invite the committee’s attention to the fact that at the close 
of fiscal 1953, DTA had a surplus of approximately $85,000. 

I trust that the above information may be of value to your committee in 
evaluating the overall situation of the Defense Transport Administration 

Very truly yours, 
James K. Knupson, Administrator 


Mr. Knupson. I shall not go into detail. This is a small item 
os 


and I do not want to take too much of your time. 
Senator Corvon. We do hope you will give us a thumbnail picture. 


TAX AMORTIZATION APPLICATIONS 


Mr. Knupson. We have been charged by delegation from the 
Office of Defense Mobilization with handling all of the tax-amortiza- 
tion applications. That still remains one of our rather heavy duties. 
As a matter of fact, the inflow of applications the last 2 months has 
been on the upward trend, which is rather surprising to me. 

Senator Corpon. That is applications for what? 

Mr. Knupson. For accelerated tax amortization for all trans- 
portation facilities, freight cars, diesel locomotives, various railroad 
installations that are connected with the defense program, trucking 
terminal facilities, lake cargo vessels, and everything that can be 
related justifiably to the defense program. 

This duty has been a rather heavy one. We have actually had as 
many as 65 or 70 people engaged in processing those applications. 
We will be forced to cut back and have made provisions under the 
$500,000 Budget Bureau estimate to about 15 people for handling 
these applications. 

If the $350,000 figure stands, we shall be forced to cut this number 
back by 4 or 5 additional employees and our caseload of tax amor- 
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tization matters will, I think, build up a surplus exceeding our ability 
from day to day to handle. 

Senator Corpon. What is the trend at the present time with respect 
to these applications for accelerated amortization? Are they increas- 
ing or are they remaining constant or are they decreasing? 


ADDITIONAL FREIGHT CARS 


Mr. Knupson. We have established some goals, Senator Cordon. 
On freight cars we think this Nation will be imperiled for peace and 
war unless we get 175,000 more freight cars built immediately by the 
railroads. The requests for amortization of those cars at present is 
on a decelerating basis because the railroads have stopped ordering 
them for the moment. 

Senator MayBank. Would you repeat that? 

Mr. Knupson. The railroads have ordered only about 60,000 cars 
this year, but that is because we have not been able to get steel chan- 
neled into the building of freight cars in sufficient amounts to meet 
their needs. 

Senator MaysBank. You mean steel is still short? 

Mr. Knupson. Steel for freight cars is still short. 

Senator MaysBank. That has been the reason of the shortage of 
freight cars over the past few years. I see the distinguislied Senator 
from North Dakota here. You had trouble with moving your 
wheat on time on that account. You mean they cannot get steel to 
build freight cars? 

Mr. Knupson. I have said to some of you gentlemen before that 
one of the mistakes, I believe, made in the defense mobilization 
planning was that we did not provide for the making of enough heavy 
steel. Most of these new steel plants are making light steel for 
automobiles. We have at the moment sieel shortages of the type 
needed for freight cars. The consequences are, we are behind in 
our program for building freight cars. 

Senator Maysanx. How long is that going to last? 

Mr. Knupson. I believe we will be able to get steel in the free 
market within 3 months and that then the railroads will start ordering 
more cars. 

Senator Maysank. There will be sufficient steel to build cars in 3 
months? 

Mr. Knupson. That is right. 

Senator Maysank. They are amortizing all these cars? 

Mr. Knupson. They are being allowed amortization. 

Senator Mayspanx. You are amortizing all the diesels, too? 

Mr. Knupson. As long as the law is on the statute books. 

Senator MayBank. We extended the law for ancther year. 


RATE OF AMORTIZATION 


Senator Hayprmn. What is the usual rate of amortization? What 
rate do you allow? 

Mr. Knupson. We started at 80 percent on the freight cars. I 
think that has been cut back by ODM to 70 percent. Other railroad 
facilities range from 40 to 60 percent. The rate has depreciated as we 
have approached the completion of the goal. 
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Senator Corvon. When you say 40 to 60 percent, you mean 40 per- 
cent of the capital investment may be accelerated in amortization? 

Mr. Sitver. That is right 

Senator Corvon. ipodbananel to what extent? 

Mr. Kina. Five years; whereas, the usual depreciation period 
around 25 or 30 percent on most of this equipment. The point I am 
trying to put over here is that we still have a very substantial caseload. 
It is going, inevitably, to get bigger. I do not believe we can handle 
it with 15 people. am sure we cannot handle it if we have to cut 
back that number to 10 or 8 or 7, something like that. 

Senator Corpon. If you set your goal at 175,000 freight cars, if the 
law provides for accelerated amortization with the capital investment 
necessary to buy the freight cars, do you know that X railroad does 
not have the number of freight cars it ought to have, so why should 
you have to spend very much time in getting out your order of amorti- 
zation or your rec ommendation for accelerated amortization? 

Mr. Knupson. One fair answer to that question is that we have 
under way a study now, and you should be interested in it because of 
the recurring shortages up in Oregon and Washington, which we 
believe the railroads can adopt voluntarily and induce these non- 
owning railroads to buy more freight cars. If they do not do it 
voluntarily, I think the Interstate Commerce Commission should, 
within the framework of the law, offer some inducements for these 
nonowning railroads to buy more cars. 

We are going to have car shortages indefinitely until we get more 
freight cars. That brings me to my second point if I may make it. 

Senator Corpon. May I ask what incentive there is for a railroad 
not owning freight cars to build freight cars as long as they have the 
per diem rental basis that exists? 

Mr. Knupson. They are curing that. They have plans under way 
to raise it again. It has been raised a time or two. There is a bill 
pending in the Congress to allow the Interstate Commerce Commis- 
sion to increase their per diem as a matter of law. I believe in an 
emergency situation that might do some good. Generally speaking, 
I do not think it would do too much good. 


PERSISTENT CAR SHORTAGES 


That brings me to the second point, this matter of the persistent 
car shortages. The Interstate Commerce Commission, as you know, 
has the burden of car service. We have a reasonable number of field- 
service agents in normal peacetime movements of freight. The 
Defense 1 ransport Administration, through the use of a working fund, 
transferred to the Interstate Commerce Commission $1,137,204 last 
fiscal year to cover the expenses of ICC employees used by DTA in 
the performance of its functions. Most of this was used to pay 
service agents to shepherd these cars around in this defense mobiliza- 
tion period. Because of the $500,000 estimate—and we are working 
on the first month of that now—we have cut the number of these 
agents on the working fund back from 54 to 25. If we go below 
$500,000, we are going to have to cut them back further to about 10 
or less on the working fund. 

Senator Corpon. You speak of shepherding these cars, which is 
allocating them to the place thev are needed most. Has not that job 
actually been done by the American Association of Railroads? 
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Mr. Knupson. It bas been done under a service order directed to 
the railroads, Service Order 866, requiring them to enforce their own 
car-service rules. But we have found as a matter of practice they do 
need the policeman sort of agent or the ICC agent in the field. 

Senator Corpon. Then you are not doing the shepherding; you are 
policing the shepherds? 

Mr. Knupson. | do not like to throw the emphasis on the policeman 
business because I believe in free private enterprise. These railroads 
should do what they are supposed to do 


POLICING COSTS 


Senator Ferauson. How much will this cost? 

Mr. Knupson. We are asking for the restoration of $150,000. 

Senator Fercuson. Just for this particular job of being a policeman 
over this? 

Mr. Knupson. No. 

Senator Frercuson. I want to know what this is going to cost. 

Senator Corpon. The testimony as of now indicates that a great 
portion of this work has to do with the heavy number of applications 
for capital investment accelerated amortization which are now on 
hand and which have been decreasing but will probably shortly 
increase, 

Senator Fercuson. | wanted to know about this particular job in 

regard Lo polic ing. 

Mr. Knupson. The Budget Bureau did not want me to put this 
recommended amount which I reported on April 28 to Senator 
Saltonstall, $700,000, in the regular ICC appropriation for the Bureau 
of Service. Then when the DTA appropriation came along, it was 
not included in that appropriation, either, so that we could allocate 
it to the Interstate Commerce Commission. 

The consequences are that we have been caught in a squeeze and 
we are going to have to dismiss the service agents that have been 
to use my word again, ‘‘shepherding”’ these cars around. Weare asking 
for the restoration of the House cut in the DTA appropriation of 
$150,000. I shall use most of that to transfer as a working fund for 
the ICC to keep that number, or a number represented by that 
amount of service agents, in the field for car-service purposes. 

Senator Ferauson. How much will it cost to do that particular 
job, what you call ‘‘policing”’ or ‘‘shepherding’’? 


TOTAL SERVICE AGENTS 


Senator Corpon. Twenty-five employees, wouldn’t you say? 

Mr. Knupson. Under the $500,000 we will have 25 service agents 
or less in the field paid from the working fund. We will have to cut 
that back further if the $150,000 is not restored, in which event we 
shall reduce that number to approximately 10 service agents or less 
on the working fund. We had 55 service agents in the field in 1951, 
paid by the working fund. 

Senator Ferauson. You are doing just what you did under war 
conditions. We have not changed. We are still going along with 
fewer people. 

Mr. Knupson. You mean the Korean war conditions? 
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Senator Frereuson. World War II. You had this same thing then. 

Mr. Knupson. In World War II the Office of Defense Transporta- 
tion had 5,000 employees. 

Senator Ferguson. My question is this shepherding. 

Mr. Knupson, Yes, sir. It is magnified by war conditions. 

Senator Frrauson. We are going to have it forever, peacetime or 
any time or else we are always going to regulate and have to have 
this item. 

Mr. Knupson. I do not think we are. We are going to have to 
have something like it until the railroads have enough cars to give 
to the shippers. 

Senator Corpon. The testimony is that the study has indicated 
that the railroads need 175,000 more freight cars than they had when 
the study was made. They have ordered 60,000 of those cars. The 
order for the balance has not yet been put in. The main reason is the 
shortage of heavy steel for construction. 

Senator Ferauson. What I am trying to find out is when we are 
going to get away from regulations, when the Government is going to 
shift away from being in business, policemen in business. 

Mr. Knupson. I think that is a very fair question. I wish with 
respect to this particular matter it could be right at this moment, 
but I do not believe it would be in the interests of the shippers who 
need these cars to take away the regulation right now. 

Senator Youna. We in the Middle West always have a fight at 
harvest time to get box cars out there. 

Senator Corpon. The real basis for the whole trouble goes back 
to 1948. Prior to that time the railroads had put in orders for freight 
cars, for thousands of them, and in 1948 the threatened recession 
showed up, so most of the railroad companies canelled their orders. 
They have never gotten back since. 


COOPERATION WITH FCDA 


Mr. Knupson. May I proceed to just one or two other small 
items? We have been asked by the Office of Defense Mobilization 
in connection with the Federal Civil Defense Administration to 
designate seven of DTA’s field officers (which by working arrange- 
ments means the Interstate Commerce Commission because I have 
never set up field offices in DTA; but have used existing ICC offices) 
to serve on FCDA regional advisory committees in order to get 
transportation experts into this picture. 

There is no provision in the $500,000 item for that purpose whatever. 
The reduction of $150,000 made by the House, of course, will make it 
that much more difficult for us to comply with this request. 


ANALYTICAL STUDIES 


We have also been asked as recently as yesterday to undertake 
analytical studies with reference to the mobilization readiness pro- 
gram which is being undertaken by the office of Defense Mobilization 
and concerning which, you will no doubt hear more from, from Dr. 
Flemming, at a later time today. These two small items will add to 
our workload. 

Senator Corpon. Did you ask for any more money for that? 
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Mr. Knupsen. No, sir. If we have a restoration of the amount 
indicated. I believe we can do the job. 

I wish we could do away with DTA right now. It is not right to 
keep these defense agencies going. As long as we have shortages and 
this workload, someone in the Government is going to have to do it 
unless you wipe out the law. If you would like us to do it, we would 
be glad to, but we cannot do it without an adequate staff. It is as 
simple as that. I wish to put on record a statement of employment 
as of June 30 for the years 1951, 1952, 1953, and estimates for 1954. 

(The statement referred to follows:) 


Statement showing Defense Transport Administration and Interstate Commerce 
Commission working-fund employment as of June 30, 1951, 1952, and 1953, also 
estimated employment as of June 30, 1954 


Employment, June 30 






































1951 1952 1953 | ' 1954 
| ——- 
Defense Transport Administration: 
OS * ee SE eS eee ee ee 169 202 79 35 
a i I a al a eae 18 15 6 5 
Us dciccilpc chdnediedeh odbik SSA nde o cheek ehe 26 18 il 5 
Total Defense Transport Administration _............--. 213 235 96 45 
Working fund: roe iis 
iOS. dk ES a La sad 5 7 6 3 
inte Dvn anesiisanginnbs—eemenh beeeanecwnnail 46 83 35 0 
Service __. ; ‘ ihhenepcetdia Naame aibaipos 100 138 95 25 
Water carriers and freight forwarders____._.............--- 0 0 5 2 
ee rea Oa oa hii s, 151 228 | 141 30 
Total Defense Transport Administration working fund. _- 364 463 237 75 
Total classified Defense Transport Administration and | 
OE. Scie cds beienpwnadei casceslenicl ol 320 430 | 220 65 


! Based on budget estimate of $500,000. 


Senator Corpon. Thank you very much, sir. I agree with that 
statement. The way to cut down costs of the Government is to cut 
out functions. 

Senator Ferauson. The way to cut functions is to cut money to 
operate. 

Senator Maysank. The way to cut out the money is to reach the 
debt limit. 

Senator ELLENpER. Or repeal the law. 

Senator Corpon. At this point in the record we will insert a state- 
ment from Hartman Barber, general representative, Brotherhood of 
Railway and Steamship Clerks, Freight Handlers, and Express and 
Station Employees. 

(The statement referred to follows:) 


SraTeMENT OF HaRtTMAN BarRBeER, GENERAL REPRESENTATIVE, BROTHERHOOD 
or RaiLway AND STEAMSHIP Currxs, Freight HanpLERS, EXPRESS AND 
Station Empwoyess, H. R. 6200 


Mr. Chairman and members of the committee, my name is Hartman Barber, 
and I am a general representative of the Brotherhood of Railway and Steamship 
Clerks, Freight Handlers, Express and Station Employees, with an office at 10 
Independence Avenue SW., Washington, D. C. 

I appear on this occasion in behalf of the appropriation for the Defense Trans- 
port Administration, which was allocated $500,000 by the Bureau of the Budget 
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and which the House of Representatives saw fit to reduce to $350,000. Since the 
time the Defense Transport Administration was established, its fieldwork and 
investigations have been conducted by the Bureau of Service of the Interstate 
Commerce Commission. In other words, under the able direction of the Commis- 
sioner, Mr. Knudson, who also heads the Defense Transport Administration, the 
fieldwork necessary to the successful operation of this agency has been performed 
by the agents of the Bureau of Service. These are the people who have been the 
eyes and ears of the I. C. C. and the Defense Transport Administration in keeping 
in touch with transportation conditions throughout the Nation—investigating 
complaints covering both passenger and freight traffic, per diem, demurrage, car 
supply, and a myriad of other problems vitally affecting rail transport and the 
welfare of our country. 

It is respectfully urged that the full budget allowance of $500,000 be allowed 
the Defense Transport Administration, If this amount is reduced, the money 
going to the Bureau of Service in pursuance of the work required of it by 
the Defense Transport Administration will undoubtedly also be cut back, forcing 
a further reduction in personnel. Such a development would be regrettable, as 
a serious car shortage may occur during the fall and winter of 1953-54. It has 
been estimated that the need of the country calls for 1,865,000 cars. There are 
only 1,762,000 cars at the present time. Since January 1949, 293,000 cars have 
been built and 287,000 cars have been scrapped, the net gain being less than 
6,000 cars. 

If the Defense Transport Administration is to have reliable, factual reports 
available at all times, the work of the Bureau of Service must be maintained. 
It is with this thought in mind that I humbly pray that you Mr. Chairman, and 
the members of your committee, will allow the full budget request of the Defense 
Transport Administration. 


GENERAL SERVICES ADMINISTRATION 
EMERGENCY OPERATING EXPENSES 


STATEMENTS OF MAX MEDLEY, COMPTROLLER; W. E, REYNOLDS, 
COMMISSIONER OF PUBLIC BUILDINGS; AND J. E. STRAWSER, 
BUDGET REPRESENTATIVE, PUBLIC BUILDINGS SERVICE 


JUSTIFICATION 


Senator Corpon. Next we have “General Services Administration, 
emergency operating expenses and hospital facilities in the District 
of Columbia,” and a proviso for Columbia Hospital. We have the 
Comptroller, Max Medley; Commissioner, W. E. Reynolds; and 
Budget Representative J. E. Strawser. 

The justification will be made a part of the record at this time. 

(The justification referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., July 20, 1963. 
Hon. StyLes BripGEs, 
Chairman, Senate Committee on Appropriations; 
Washington, D. C. 

Dear Senator Bripces: The supplemental appropriation bill, 1954 (H. R. 
6200), as passed by the House on July 15, 1953, contains in chapter X an item for 
the General Services Administration under the heading ‘“Emergency operating 
expenses’. The budget estimate for this item was in the amount of $490,000, 
which was reduced in the bill as passed to $200,000. 

This item is to provide for office space and related services not otherwise pro- 
vided to house employees of emergency agencies for which appropriations also 
appear in chapter X of the bill, excepting the Federal Civil Defense Adminis- 
tration. 

Although the House report on the bill was silent on the reason for the reduction, 
it is presumed that it was made on the theory that reductions from the estimates 
of the other agencies would result in a deereased workload for the General Services 
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Administration. However, this does not explain the reduction of some 60 per- 
cent in the GSA item as compared to only 38 percent for the other agencies. 

I take this opportunity to appeal to your committee for full restoration to the 
budget estimate of $490,000 by deleting on page 28, line 7 of the bill as reported to 
the House ‘‘$200,000” and inserting in lieu thereof ‘$490,000’. 

Justification for this appeal is summed up in the following statements: 

1. The decline in employment toward the close of the fiscal year 1953 in agencies 
occupying space financed by this appropriation during that year, and uncertainties 
as to their requirements during 1954 as to the number and location of their em- 
ployees for 1954, made it impossible to release all space which might become sur- 
plus at the many locations throughout the country by June 30, 1953. Conse- 
quently, some surplus space will be carried into July and some into August. At 
this time it is estimated that obligations for July and August will equal or possibly 
exceed the $200,000 provided by the House, which would leave nothing for the 
balance of the year. 

2. The necessity for absorption of some $120,000 of the $200,000 expense for 
July and August was not contemplated in the estimate which was prepared on 
a basis of information provided by the Bureau of the Budget early last May. 
Consequently, it is by itself a cut in the equivalent of 25 percent from the budget 
estimate of $490,000. 

3. I am informed that the other agencies for which we must supply office 
space and related services are appealing for virtually full restoration of reductions 
imposed by the House. Even if they are only partially successful in these appeals, 
it would require the full amount of the budget estimate to finance their space 
requirements throughout 1954. 

With the exception of the absorption of space expense during July and August, 
the program for 1954 is set forth in the justification delivered to the committee 
last. June. 

I hope that you will grant me and members of my staff an opportunity to dis- 
cuss and amplify this appeal before the committee in such detail as you may 
desire. 

Sincerely yours, 
RusseELL Forses, 
Acting Administrator. 





GENERAL Services ADMINISTRATION, 
Washington 25, D. C., June 21, 1953. 
Hon. Sty.tes BrinGEes, 
Chairman, Senate Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


Dear Senator Brinces: You will recall that in the Supplemental Appropria- 
tion Act, 1953, Public Law 547, 82d Congress, an appropriation of $11,400,000 
was made to the General Services Administration for making grants to private 
agencies in the District of Columbia under authorization by the act of August 7, 
1946, as amended. 

The estimate on which the appropriation was based contemplated grants to 
five hospitals operated by private agencies which were named in the House report 
on the appropriation bill, and the appropriation language included a provision 
which apparently restricted its application to the then contemplated projects. 

Since that time an application for a grant under the authorizing legislation has 

been filed with the General Services Administration by the Columbia Hospital 
which was not contemplated at the time the appropriation was approved, but 
which is equally eligible with the other five. Developments to date indicate that 
adjustments in the needs of the five original projects will be such that the amount 
requested by Columbia Hospital can be met within the total of the present appro- 
yrintion. 
' I do not believe that the Congress intended to exclude an eligible private agency 
such as the Columbia Hospital from participation in the grant program, especially 
since siich participation can be provided for within the current appropriation. If 
this is su, I request that such participation be authorized by appropriate language 
introduced into the supplemental appropriation bill, 1954 (H. R. 6200) which was 
passed by the House July 15, 1953, and has been referred to the Senate Com- 
mittee on Appropriations. 

I am attaching a schedule setting forth the amounts included in the original 
estimate for the five hospitals and the adjustments to date which will provide for 
the grant requested by Columbia Hospital. There is also attached a suggested 
draft of appropriation language which would provide appropriate authorization. 
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This matter has been discussed with officials of the Bureau of the Budget 
and they concur in the requested objective and the suggested procedure. 

As this matter is of equal interest to the Independent Offices Subcommittees 
of both the Senate and the House, letters describing the situation with respect 
to Columbia Hospital have been sent to Senator Leverett Saltonstall and Con- 
gressman John Phillips, chairmen of the respective subcommittees. 

Sincerely yours, 
Russev_ Forsses, 
Acting Administrator 


GENERAL SERVICES ADMINISTRATI))N 


’ 


Hospital facilities in the District of Columbia—Estimated amounts for granis io 
private hospitals 


Hospitals Original | Revision ieee 
pitas estimate | to date | _ 

Children’s | $595, 000 | $441, 913 | —$153, 087 
Providence 4, 000, 000 4, 097, 040 +-97, 040 
Sibley 4, 691, 000 | 4, 691, 000 | 
Casualty ‘ 1, 029, 500 | 1, 000, 500 | —29, 000 
Homeopathic. .. 800, 000 | 155, 000 | —645, 000 

Total 11, 115, 500 | 10, 385, 453 | 730, 047 
Administration 284, 500 | 254, 500 

Total 11, 400, 000 10, 669, 953 730, 047 
Columbia 730, 047 | +-730, 047 

Total : ‘ ...-| 11,400, 000 11, 400, 000 


HOUSE REDUCTION 


Mr. Reynouips. Mr. Chairman and gentlemen of the committee, I 
will make my observations very short. We appeared before the House 
committee asking for $490,000 to provide space and services for the 
defense-production agencies. The House reduced this to $200,000. 
We are asking for a restoration to $490,000. 

As | explained in my testimony before the House, and I think 
perhaps it was not clear, we have considerable difficulty in space 
problems because there is always a lag of at least 30 days where we 
have to give notice to the owners of properties before we can cancel 
the contract. I have had an analysis made the last 2 days to show 
you our fiscal situation with respect to this particular item. 

By getting reports from all of our regions throughout the United 
States, we find our obligations for July will be $1: 35,8 512 and for August, 
$100,098. 

FLOOR SPAGE 


Senator Corpon. Is that for more floor space? 

Mr. Reynoups. It is floor space that has already been leased for 
defense-production agencies. Last year $6,500,000 was appropriated 
for this item. Most of those agencies have been eliminated or cur- 
tailed. Of course, if all of them should be eliminated, it would be 
very simple for us. 

Senator Corvon. If you remove a few of them, it should be simpler 
for you than if you had them all? 

Mr. Reynoups. That is right. Here is the problem we are running 
into. 

Senator Corpon. Let me ask you a question first. I will make the 
observation if we are reducing the cost of Government by reducing 
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the personnel of Government; then we should have less use for floor 
space than we had when we had more people working. That would 
appear to be logical? 

Mr. Reynoups. That is right. 

Senator Corpon. If you had enough floor space last year when you 
had a great many more people on the job, why do you need more 
space this year than last year? 

Mr. Reynoups. We have greatly reduced the floor space. We are 
reducing the appropriation for rents from $6,500,000 for floor space 
to $490,000. But the House reduced it to $200,000 and we cannot 
provide the space with $200,000. 

Senator Corpon. You have reduced the space but you cannot 
reduce the space to the extent of the space that can be provided wth 
the decreased appropriation made this year by the House? 


SPACE FOR OFFICE OF RENT STABILIZATION 


Mr. Reynoups. That is right. I want to give you one item as 
an example. On July 3 we were providing space for 866 people for the 
Office of Rent Stabilization. On July 31 we will be providing space 
for 247. Based upon information furnished by the Bureau of the 
Budget, that will be gradually reduced until April 30 we will 
down to 67. In the meantime, we have the difficult problem of cutting 
off a couple or three rooms here and there throughout the United 
States and trying to foresee the reduction by 30 days so we can give 
notice. It is areal problem. 

Senator Corpon. That appears to be clear. 

What is going to happen if we do not raise the figure? 

Mr. Rreynotps. We have been sitting up nights wondering about 
that. 

Senator Corpon. Maybe that could be a better way of getting 
an accelerated depreciation in employment? 

Mr. Reynotps. We do not have anything to do with the employ- 
ment situation. The agencies provide the people and we have to take 
care of them. We have not the opportunity of controlling the number 
of{people that we serve. 


DETERMINATION OF BUDGET 


Senator Corpon. How much must you have? How much can we 
give you over what the House gave you but less than the Bureau of 
the Budget said you can have ‘and still get the Government’s work 
done on a reasonable basis? 

Mr. Reynotps. I do not know. I do not want to evade this ques- 
ition, because I think it is important. Our first estimate for this based 
upon the Bureau of the Budget’s employment figures was $535,000. 
That was later reduced to $490,000 by the Budget Bureau. 

Senator Corpon. How did you make that reduction? What fac- 
iors entered into it? 

Mr. Reynoups. We were working entirely from the Bureau of the 
Budget’s analysis of what was going to happen. We also watch the 
actions of the Congress. We do not know what specific reductions 
were made in the DPA appropriations by the House. Neither do we 
know what resiorations will be made by the Senate, nor whether there 
will be further reductions. 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 415 


We are still in an uncertain situation but we do know that through 
August we will be required to pay up to $235,000. If it can drop off 
rather suddenly after that, then we would be in fairly good shape. 
The overall reduction in the House on the DPA agencies’ appropria- 
tions was 38 percent. The appropriation in this item for GSA for 
some strange reason which I do not know was 60 percent. 

When the committee makes a report, we cannot always tell what 
phase of an operation is being reduced, whether it is people being 
reduced or something else. 

Senator Corpvon. Money? 

Mr. Rrynoups. But we do not always know how that money 
reduction is applied. We do not know whether it is being applied to 
personnel or to other phases of the programs. 

Senator Furauson. The Bureau knows that. The Bureau can 
give you that information. 

Mr. Reynoups. We work entirely from Bureau personnel estimates. 

Senator Corpon. You are apeaking here abeut the reduction that 
was made by the House in the estimate; are you not? 

Mr. Reynoups. That is right. They reduced the appropriation 
and I have the figures here. 

Senator Corvon. The House reduced it? 

Mr. Rreynoups. The House reduced the estimates for the DPA 
agencies by 38 percent. Our appropriation estimate was reduced 60 
percent. 

Senator Corpon. Usually the explanation is very informative. 
Did they indicate a basis for this reduction? 

Mr. Reynoups. Not in specific terms. That was the difficult 
problem. 

Senator Corpon. But you are saying now that you know as a fact 
that you are going to have this $235,000 cost, and the difference 
between $235,000 and your request is in the field of estimate solely 
because you do not know the extent to which there will be less need 
for space as a result of appropriation for activities for which you 
must supply space? 

Mr. Reynoups. That is right. 

Senator Corpon. Is there anything else? 


HOSPITAL FACILITIES IN THE DISTRICT OF COLUMBIA 


Mr. Reynoutps. We have one other item. Last year there wes 
appropriated $11,400,000 for grants-in-aid to hospitals in the District 
of Columbia. In my testimony before the House committee | listed 
the five hospitals for which we had received applications for partici- 
pation. The House in reporting out the bill put im a limitation to 
provide that this was to be the final amount that would be available 
for this purpose. 

Our interpretation is that it was not only a limitation on the total 
amount to be appropriated but it also limited participation to the 
five hospitals. 

At that time Columbia Hospital was partially owned by the Federal 
Government. As I recall the case, the land itself was owned by the 
Federal Government. Recent legislation by the Congress transferred 
this land to the Columbia Hospital so it could fall within the purview 
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of the grant-in-aid act for hospitals. That was one of the purposes 
for it. 

In our estimate to the House committee, which made up the 
$11,400,000, we itemized the amount that would be necessary for each 
of the five hospitals listed in that testimony. We find now as we 
work with these hospitals that we will require about $730,000 less 
than the $11,400,000 original estimate, We told the committee 
that the hospitals would have to qualify under certain rules and regu- 
lations which might affect the estimates of cost. 


COLUMBIA HOSPITAL 


So we now find we will have a balance of $730,000. We are asking 
that language be placed in the supplemental bill before you which 
would permit us to consider Columbia Hospital as an additional 
hospital that would receive grant-in-aid. 

Senator Corpon. Who owns Coiumbia Hospital now? 

Mr. Reynotps. It is a nonprofit organization. |] think it is non- 
sectarian, but it is nonprofit. It has been a maternity hospital for 
years and years. 

Senator Corpon, Is it now? 

Mr. Reynoups. Yes. 

Senator Corpon. And you say the Federal Government did have 
some interest in it? 

Mr. Reyno.ps. Yes; they had an interest. It has been a rather 
involved case for many, many years, Originally the Government 
had a great deal of interest in it. It finally ended up by the Govern- 
ment’s interest in the land being transferred to the hospital by con- 
gressional action. 

Senator ELLuEnpER. Did they have ownership of the land? 

Mr. Reynoups. That is right. 

Senator ELLENpER. It was operated by 

Mr. Reynotps, Lt was operated by a corporation. 

Senator ELLeNpER. May I have a question on the previous item? 

Senator Corvon. Senator Ellender. 


RENT REDUCTIONS 


Senator ELtenper. You Stated a while ago that rents Were reduced 
from $6,500,000 to $490,000. 

Mr. Reynoips. Our appropriation last year was $6) million, which 
was based on a gradual curtailment of the program during the year 

Senator ELLENDER. That was rent paid to private owners? 

Mr. Reynoups. That is right. 

Senator ELLEnpER. What became of all the furniture that was used 
in the buildings? Did the Government own it? 

Mr. Reynoups. Yes. 

Senator ELLENDER. What became of that furniture? 

Mr. Rrynoups, That is still under the control of the General 
Services Administration. 

Senator Ettenper. What did they do with it? J] presume when 
you started out renting these buildings, you probably bought the 
furniture? 
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Mr. Reynotps. No. A lot of it was not necessarilly bought. 
There was some excess furniture after the close of the war which was 
still in ownership by the Government. A lot of it was transferred to 
the post-office buildings throughout the United States. 

There was an upgrading to a certain extent, of furniture, where we 
could. That is, where we had a wornout piece of furniture and had 
a better piece to move in, we would throw out the old piece and declare 
it surplus. That is what we are doing right now. 

Senator ELLenper. Is this turned over to General Services, you 
say? 

Mr. Reyno.tps. That is right. I have nothing to do with it. It is 
a personal-property situation, handled by Yederal Supplv Service. 


STORED DESKS 


Senator ELLeNpDER. The reason why I ask the question is that a 
couple of years ago I saw a stack of desks over here near the railroad 
that I suppose was about 50 feet long and 10 feet high. Do you 
remember that? 

Mr. Reynoutps. That may be. 

Senator ELLeENDER. Was that discarded material? 

Mr. Reynoups. Was it old, or new desks? 

Senator E.uenper. They looked pretty good to me. I wondered 
why that waste. 

Mr. Mepuey. Senator, as these emergency agencies were created, 
funds appropriated to those agencies were used for the purchase of 
such new furniture as was needed by the agencies. 

Senator ELLENDER. In most cases do you not agree that they 
bought new furniture? 

Mr. Mepuey. Yes; with the exception of the reconditioned furni- 
ture which they could get from us through the repair shop. They 
would first take that, and then meet their remaining requirements 
through the purchase of new furniture. 

As the staffs of these agencies are cut down, the furniture is declared 
excess to GSA, and we in turn have used it in the upgrading program 
which Mr. Reynolds mentioned. 

Some of the old post offices still had the old rolltop desks. We in 
effect were able to gradually raise the grade and level of the furniture 
in the agencies by using the excess as these emergency agencies went 
out. 

Senator E.tenper. To what extent, if any, is this furniture sold 
at a bargain? 

Mr. Mepuey. Hardly any. 7 

Mr. Reynoups. Let me go back, Senator Ellender, to give you a 
little history over which I was very much concerned. 

During the war there was a lot of furniture purchased. After the 
war, a lot of this furniture, which was in excellent condition, was 
sold, while some of the furniture the Government was using was old 
and just about ready to fall down. 

We worked with the Bureau of the Budget to see if we could not 
get a single control of furniture. Being handled on a governmentwide 
basis, the furniture could be better preserved and could be properly 
and efficiently utilized. Thus wornout furniture would be disposed 
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of and high-grade furniture would be used by the Government agencies 
and not sold to the public. 

We are still working on that with the Government Operations 
Committees. 

Senator Fercuson. Could I ask a question, Mr. Chairman? 

Senator Corpon. Senator Ferguson. 


RECONDITIONING OF DESKS 


Senator Frercuson. In relation to this furniture, why is it that when 
a bureau goes out of business or somebody is discharged and you do 
not need his desk, that you have to recondition his desk? 

Mr. Mepuey. We do not recondition the desk, Senator, if it does 
not need it. 

Senator Fercuson. It is indicated here from your previous testi- 
mony that you do. 

Mr. Meptey. Only when furniture that is damaged can be eco- 
nomically repaired or reconditioned for further use. 

Senator Ferauson. But look at the thousands and thousands of 
desks and chairs and filing cabinets that we bought during the war 
new, known in advertising circles as lifetime furniture—and a lot of 
it is. Do you have anything in this budget to buy more furniture? 

Mr. Mepuey. No, sir. 

Senator Fercuson. What do you want the money for, recondi- 
tioning? 

Mr. Mepuey. The money, sir, is for merely supplying space for 
these agencies which operate under the authority of the Defense 
Production Act. 

Senator Ferauson. Has it anything to do with the furniture? 

Mr. Mepuey. No, sir. 

Senator Fercuson. Why did you bring up the furniture? 

Senator ELutenper. I did, Senator, for the reason I saw a lot of it 
outside. I wondered what became of the furniture that belonged to 
the Government, since within a space of about 12 to 14 months the 
appropriation for rental space was reduced from $6 million to $490,000. 

I want to know where that furniture went. I know there is a lot 
of waste. 

Senator Fercuson. Did you find out? 

Senator ELLeNpER. I am trying to find out now, and you heard 
what they said. 

I believe there is a lot of waste somewhere, Senator. I believe it 
might pay us to look into that a little bit. 

Mr. Reynotps. As I said a moment ago, we have been trying to 
resolve this furniture situation. Here is one thing I have been trying 
to get authority for. Within the District of Columbia we move 
agencies around. It is my view that when you move agencies you 
should just move the people and leave the desks and carpets and 
everything where they are. Now, we move everything and we do 
scar the furniture up somewhat. 

But I can assure you, Senator Ellender, that we are definitely, I 
believe, on top of this furniture problem. We haven’t resolved it, 
but we are watching it and we are not spending any money on it we 
don’t have to. None of it is being wasted and none of the good furni- 
ture is being sold at a distress price. 
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FURTHER DISCUSSION OF STORED DESKS 


Senator ELLenDeER. I would certainly like to know what became of 
that stack of furniture that I saw lying out near the railroad. 

Mr. Reynoups. Could you tell me how long ago that was, Senator? 

Senator ELLENDER. Probably 2 years ago. 

Senator Corpon. Tell us where it was. 

Senator ELLENDeER. | can get in my car and show you. 

Senator Ferauson. Was it out in the weather? 

Senator ELLenper. Certainly. 

Senator Corpon. Was it this year, or the year before? 

Senator ELuenper. It was longer than that, Senator. I came bv 
and stopped in my car and looked at it. A lot of those desks were 
usable, in my opinion. They were on some kind of platform there. 

Senator Feraeuson. Mr. Chairman, could I ask a question? 

Senator Corpon. Senator Ferguson. 

Senator Ferauson. Do I understand now that if an organization is 
occupying Government space and they are moved into another 
Government space, that their furniture and equipment is all trans- 
ferred to them in this new space, and that is moved out somewhere 
else? 

Mr. Reynoups. Asa rule, we try to get them to accept an exchange. 
The difficulty involved is that the furniture was purchased under 
appropriations made to the respective agencies and they, therefore, 
claim ownership of it. That does not apply outside of the District 
of Columbia. I am talking specifically to the District of Columbia 
problem. It applies largely to what may be called executive-type 
furniture. We don’t have as much difficulty in the run-of-the-mine 
furniture. But when someone has a beautiful desk that they pur- 
chased, they want to take it with them, and we don’t own it. 


PROPOSED CHANGE IN LAW 


Senator Furauson. Why have you not come to Congress to try 
and solve that by law. 

Mr. Reyrnotps. We have. We have also worked extensively with 
the Bureau of the Budget. 

Senator Fercuson. Where did you ever propose to the committee 
that we look into this matter to change the law? 

Mr. Reynouips. We never have. We have been before the Gov- 
ernment Operations Committees. 

Senator Frrauson. I said to Congress. And you said you go to 
the Bureau of the Budget. 

Mr. Reynotps. Both, the Bureau of the Budget and the Congress. 
We discussed it not only in the Senate committee but in the House 
committee. 

Mr. Mepiey. We will be glad to supply for the record the bill 
numbers. 

Senator Ferauson. You cannot solve it now, you have to have 
it moved? 

Mr. Reynotps. And we have not resolved it, I think, perhaps 
because of the changes that have been taking place. 

Senator Taye. Mr. Chairman, I was interested in the remark that 
if they have a beautiful desk and furniture and rugs and so forth 
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they want to take it with them. Who would make the purchase of 
this beautiful desk? 

Mr. Reynoups. It would be purchased by the ageney itself. 

Senator Ture. That is the director? 

Mr. Reynoups. Through the purchasing agent. But it would be 
bought by the agency. 

Senator Tuys. In other words, that agency can buy any type of 
furniture they desire? 

Mr. Reynoups. No, they cannot. They buy it through the Federal 
Supply Service. But then the executive-type desks are nice desks. 

Senator Ture. They are standard in a sense? 

Mr. Reynoups. That is right, they ar». 

Senator THyr. And he would like to take it with him? 

Mr. Reynoups. That is right. 

Senator Ture. If he is terminated, he cannot take it with him. 

Mr. Reynoups. That is right. 

Senator Tuys. If he is transferred or promoted, he can take it 
with him, but if he was promoted, he would probably look around 
and try to get something better. 

Mr. Reynoups. I am not talking about a person. 

Senator Tuyr. You did not make this clear to me, sir, because the 
fact is that you said that if he had a nice desk and nice furniture and 
so forth he would want to take it with him. Therefore, I am trying 
to find out where would he go. If he is terminated he is not going 
anywhere with the desk, that is certain. 


AGENCY AUTHORITY TO PURCHASE FURNITURE 


Mr. Reynouips. Let me restate the proposition. The agencies 
themselves have the authority from Congress to buy their own furni- 
ture in the District of Columbia. ‘They may be located in a temporary 
building or in the Hurley-Wright Building. We find we have to move 
them to the General Accounting Office Building. We move them en 
bloc. My contention js that if you have furniture at the space to 
which an agency is being moved, which certainly is adequate because 
somebody else has been the re, there is no purpose of “‘wrassling”’ these 
desks around Washington. But we require legislation to do that. 
That is the difficulty. It is very complicated. 

Senator Tuyr. You have to ‘‘wrassle’”’ them now, is that it? 

Mr. Reyno.ps. Certainly. 

Senator Tuye. I have not seen legislation that I might work on to 
that elfect. 

I agree with you that that is all foolishness to move this furniture. 
In the first place, the furniture should be general and standard so that 
you would not have to start moving it back and forth. 

Mr. Reynoups. Of course, standardizations have been gradually 
introduced in only the more recent years. 

Senator Tuyy. Mr. Chairman, that is all the questions I have. 

Mr. Reyno.ps. I have in connection with the second item we were 
discussing, Mr. Chairman, the proposed wording that would cover the 
problem of the Columbia Hospital, which I would like to place in the 
record, if I may. 

Senator Corpon. It may go into the record at this point. 

(The material referred to follows: ) 
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GENERAL SERVICES ADMINISTRATION—H ospITAL FACILITIES IN THE DISTRICT OF 
CoLUMBIA 


Appropriation item under the heading ‘‘General Services Administration, 
hospital facilities in the District of Columbia” contained in the act approved July 
15, 1952 (66 Stat. 637), is hereby amended by inserting after the word ‘“appropria- 
tion’ at the end of the first proviso and before the colon, the phrase “including 
in addition thereto Columbia Hospital for Women and Lying-in Asylum:’’, 

Senator ELLENDER. How long ago did we become involved in the 
Columbia Hospital? When did that start? 

Mr. Reynotps. Columbia Hospital is one of the oldest hospitals 
in the District of Columbia. 

Senator EL.Lenper. Is the idea to enable it to receive grants? 

Mr. Reynoups. That is right. When it was originally built, the 
Government bought the land. You have to go back many, many 
years. The Government bought the land, and I think the District 
of Columbia and others participated in the construction of the 
building. 


GOVERNMENT TRANSFER OF LAND TO HOSPITAL 


The present status of it is that in order to clarify the ownership, 
Congress in this session took cognizance of the problem and trans- 
ferred the land to Columbia Hospital, which is a nonprofit organiza- 
tion. It therefore falls within the category of hospitals that are 
eligible for grant-in-aid. 

Senator Extenper. Is that under the Hill-Burton Act? 

Mr. Reynotps. No; it is under a special act. 

Senator ELLENDER. What would these grants consist of? 

Mr. Reynoups. Construction. 

Senator SauronstaLy. Mr. Reynolds, this was brought to me as 
chairman of the Independent Offices Subcommittee. As I understand 
the situation, included in this act were four Washington hospitals. 

Mr. Reynoups. Five. 

Senator Sautrons1aLL. The Columbia Hospital was accidentally 
left out, or was left out. 

Mr. Reynotps. It was left out because at the time that we sub- 
mitted the estimate, the legal position of the hospital was such that 
it could not ask for a grant. 


AGREEMENT WITH OTHER HOSPITALS 


Senator SaALTonsTaLL. But now it is in a position to ask for it. 
Are the five hospitals that are in the act agreeable to having it in- 
cluded? 

Mr. Reynoups. Yes. 

Senator Saurronstatyu. And it is meritorious to have it included 
and to get the benefit? 

Mr. Reyno.xps. I think it is one of the most meritorious of all of 
the cases. 

Senator SALTONSTALL. So that from the point of view of the Appro- 
priations Committee there is no additional money involved, it is 
simply permitting the Columbia Hospital to come in within the terms 
of this act and get the benefit of it, and it is a proper thing, in your 
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opinion, that it should be done, and all the other hospitals are agree- 
able? 

Mr. Reynoups. I have not taken it up with the other hospitals, 
except that we have discussed with them the funds that they need. 
In doing so, we find that Homeopathic, which is 1 of the 5, has not 
required as much money as they first contemplated. We also have 
saved some money in the Children’s Hospital project. So we have 
enough funds. 

Senator SALTONSTALL. And the statement has been made to me, as 
chairman of the Independent Offices Subcommittee, that the other 
hospitals are agreeable to having Columbia included. 

Mr. Reynotps. I am sure they are. 

Senator SALTONSTALL. You said you did not know that, so I am 
giving you that as my information. 

Mr. Reynouips. Thank you very much. 


ADDITIONAL CONSTRUCTION 


Senator Corpon. Your answer to Senator Ellender was that these 
funds are funds for participation of the hospital in additional con- 
struction; is that correct? 

Mr. Reynoutps, That is correct. The bill was passed originally 
4 years ago, which included a hospital center and grant-in-aid to other 
hospitals under a limit of cost of $35 million. When the matter came 
up on the floor of the House the hospital center remained in and 
the grant-in-aid portion was removed. Last year the grant-in-aid 
portion was reinstated. In the act, the Federal Government puts up, 
within the limitations prescribed in the act, 50 percent of the cost of 
construction of an extension to the building or a new building. 

Senator Corvon. With respect to Columbia, they have a construc- 
tion plan wherein the amount of money you set here would be author- 
ized contribution by the Federal Government; would it? 

Mr. Reynotps. Can you restate that, Senator? 

Senator Corpon. You are requesting $730,047 for Columbia Hos- 
pital. My question is: Do they have a construction project the cost 
of which would permit of the contribution under existing law of the 
amount requested? 

Mr. Reyno.tps. That is correct. We hope that it may be some- 
what less. We are finding as we go along that we are able to save a 
little bit on these other programs. 

Senator Corpon. But it is authorized under existing law? 

Mr. Reyno.ps. It is now authorized. Columbia is now eligible 
for a grant for construction. The only thing that prevents us from 
approving it administratively is the House wording in the appropria- 
tion act, which we interpret to limit grant-in-aid to five hospitals. 
This is to cure that situation. 

Senator Corvon. This will be a change in substantive law? 

Mr. Reyno.ps. It will not be a change in substantive law in my 
opinion. I am not a lawyer, Senator. Let me put it this way: The 


grant-in-aid act is not changed. The limitation was put in the 
appropriation language. I would assume that that is not substantive 
law. 

Senator Corpon. We will have to look at the 1952 act on it. 
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Mr. Reynoups. It doesn’t affect the basic act itself, I know that, 
but it is written into the appropriation language. 

Senator Corpon. But the appropriation act happens to be law after 
it is passed. 

Mr. Reynoups. I am sure it does. 

Senator Corpon. And if it carries a limitation, it becomes substan- 
tive law. 

Mr. Reynoups. That is right. 

Senator Corvon. Do you have anything further? 

Mr. Reynotps. Nothing further. 

Mr. Mepuey. Mr. Chairman, | am sorry Senator Ellender has left, 
hecause I don’t believe he received an adequate answer on the furni- 
ture. So with the chairman’s permission, may we supply a statement 
for the record on the furniture? 

Senator Corpon. You may supply a statement for the record as to 
the disposition of the furniture. 

(The statement referred to follows: ) 

Since October of 1950, at which time personal property utilization functions of 
GSA went into operation after the passage of Public Law 152, regulations require 
that excess personal property be reported to GSA for possible further utilization 
by other Federal agencies. 

»» Excers property which is required to be reported to GSA (and this includes 
furniture) is made available for screening by other Government agencies so that 
their requirements for such type property can be filled by using this excess in lieu 
of new procurement. With specific reference to furniture, this type of property 
is transferred for use on an as-is basis whenever possible. In certain cases where 
it is determined that furniture can be economically repaired, this function is 
performed by GSA facilities where such are available or by commercial contracts. 

All executive departments are required to purchase most types of new furniture 
through the Federal Supply Service of GSA. No purchase order is cleared for 
the acquisition of new items if there is any possibility of using similar excess or 
that which can be substituted therefor. : . 

The only furniture which is now disposed of as surplus is that which has been 
determined by competent authority to be uneconomically repairable or is so 
obsolete that its continued use by the Government would not be to its best interest. 


Economic STABILIZATION AGENCY 


STATEMENTS OF ARTHUR S. FLEMMING, DIRECTOR; WILLIAM G. 
BARR, DEPUTY DIRECTOR; AND WILLIAM G. COMFORT, BUD- 
GET AND FINANCE DIRECTOR, ACCOMPANIED BY JOHN 
SINONELLI, DEPUTY DIRECTOR FOR ADMINISTRATION, OFFICE 
RENT STABILIZATION 


GENERAL STATEMENT 


Senator Corpon. At this time we will take up the Economic 
Stabilization Agency of which Mr. Flemming is the Administrator. 

Senator Hayden has an item to take up with you, Mr. Flemming. 

Senator Haypgen. Mr. Chairman, I want to refer to page 28, lines 
2 and 3 of the committee print of ‘the bill, which refers to the Eco- 
nomic Stabilization Agency, stating: “‘And not to exceed $290,000 
for liquidation of the Economic Stabilization Agency in the total 
sum of $1,190,000.” 

The complaint has been made to me of this $290,000, when it is 
appropriated, when will the Agency be liquidated? 
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Mr. Fiemmine. October 31. 

Senator Hayprn. Will any of the appropriation of this $290,000 
be used for the prosecutions of violations of salary or wage stabili- 
zation orders? 

Mr. FLtemina. Yes, Senator. The $290,000 was the amount re- 
quested by the President and it was approved by the House. And 
it is for liquidation purposes. 

A large portion of the liquidation involve closing out some of the 
enforcement cases that have been started previously, 


ENFORCEMENT CASES TO BE LIQUIDATED 


Senator Haypen. How many of those enforcement cases are there 
all together to be liquidated? 

Mr. FLemminca. I would have to supply that for the record. I do 
not have those actual figures with me at the present time. We have 
wage, salary, and price cases pending. 

Senator Haypen. We are primarily concerned with wage and 
salary. 

Mr. Fiemmina. I would be glad to furnish you with the exact 
number. 

(The information referred to fotlows:) 


There are 58 cases pending on appeal before the National Enforcement Commis- 
sion, and 88 wage and salary cases where no appeal has been filed. 


TERMINATION OF AGENCY 


Senator Haypen. When will the agency be terminated by law? 

Mr. Fiemminea. October 31. That is, the law provides that 6 
months from April 30 it must terminate. 

Senator Haypen. Did it have authority to file complaints against 
wage and salary violations after the 30th? 

Mr. Ftemminec. Yes. I mean the law itself did make provision for 
that. In fact, that is one of the reasons, as 1 understand it, why the 
Congress put in the 6 months provision. 

Senator Haypgen. The complaint comes from Mr. C. C. Moseley, 
Grand Central Aireraft Co., who has a plant in Tucson, Ariz., aud 
another one in Glendale, Calif. The complaint, I believe, was higher 
wage rates than were provided, or salaries. The last complaint was 
made, according to a letter that I have here, on May 5. 

Senator Corpon. Is that the case where an injunction was issued 
and the Supreme Court refused to reverse it? 

Mr. Fiemmina. There is such a case from the west coast, I think 
it is referred to as the Grand Central case. However, it should be 
made clear that all the Supreme Court did was to turn. down. the 
Attorney General’s request to permit the NEC to process the Grand 
Central case while the legal issue was being decided on its merits. 

Senator Corpon. Senator Hayden. 

Senator Haypen. That is the one I am talking about. 

Senator Corpvon. What are you going to do with a case where the 
Supreme Court affirms an injunction? Does that conclude it or are 
you going to attempt to do something else? 

* Mr. Fiemmrina. Senator, I think that case is now being heard by 
a statutory court, a three-judge court, in San Francisco. Of course, 
whatever the courts decide, that finishes it, as far as we are concerned. 
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EFFECT OF INJUNCTION 


Senator Corpon. What does the injunction do? 

Mr. FLtemauina. My general counsel is here, if I might ask him to 
come uD and discuss it from the lezal point of view. 

Mr. Kenpauu, The injunction was a temporary injunction against 
the administrative proceeding that had been started to determine 
what the overpayment was. ‘The action of the Board was to ask the 
Supreme Court to set the temporary injunction aside pending the 
trial rather than have the injunction run to the trial. They refused 
to do that. The trial is now going on in San Francisco. 

Mr. Fiemmina. That was before a three-judge statutory court. 

I might say, Senator and members of the committee, that per- 
sonally I am very anxious to see to it that the right type of case is 
handled by the people who have the responsibility for the liquidation. 

I am aware of the fact that you can get into a good deal of boon- 
doggling on something of this kind. 

Senator Haypen. That is what I am getting at. If all the cases 
were prosecuted, that is one thing. If you are going to pick and 
choose and say, ‘Take this one just for an example and let the rest 
of them go,” that is hardly fair. 

Mr. FLemmine. That is right. 

The thing we are trying to do is to see to it that they are fair to the 
people who have cases pending, fair to those who have had cases 
closed out in the past, and also trying to make sure of the fact that 
people do not feel that they can profit by engaging in dilatory tactics, 
looking ahead to the fact that at some time in the future it may be 
necessary to have similar laws on the statute books again. We hope 
that it will not, but it may be. So we are just trying to keep those 
basic principles in mind. 

It will not go on indefinitely because the Congress, I think, very 
properly provided for the termination on October 31, and that will 
be the end of it. There may still be some cases pending in the courts 
and so on, that Justice or Internal Revenue will have to pick up, but 
as far as ESA is concerned, it is all over. 

Senator Haypren. A telegram was addressed to Senator Bridges 
inviting his attention to the independent offices bill requesting $290,000 
to perpetuate ESA until October: 

In the guise of prosecuting the pending cases, which is obviously impossible, as 
there are 640 existing, this is just another attempt of bureaucrats to write it in 
on the cost of the Secretary’s expense. 

They state that they will have a representative before the committee 
to show that the appropriation is— 
wasteful, entirely unnecessary, and that ESA is, in fact, acting in bad faith since 
they filed new cases for prosecution since the law expired back to Congress. 

Senator Ferauson. They certainly can keep a dead horse on its 
feet longer than anybody else. 

Mr. Fiemmina. That is why I think the Congress was very wise 
in setting that terminal date. 
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TRANSFER OF CASES TO DEPARTMENT OF JUSTICE 


When I appeared before the House I said this on the price side: 


The additional cases will be transferred to the Department of Justice after 
June 30, 1953, except (A) where persons who have been continuously under investi- 
gation engage in— 


That is just dilatory tactics. 

And (B) where the violation is unusually flagrant, willful, and involves sub- 
stantial damages. 

Down below the proposal was made to me that we also forward 
cases where there was an interesting point of law involved. I took 
the position that we were not in the business of trying out interesting 
points of law. 

Senator Ferauson. The law has expired. 

Mr. Fiemmina. That is right. As far as that is concerned, that 
is out. But we are just keeping in mind those two basic principles. 

I would like to say this: If anybody gets information indicating 
that the staff is deviating from that, it would be a service to me to 
call it to my attention. 

Senator Corpon. Read those standards again. 

Mr. FLtemminea. This was on the price side, Senator. 

Senator Corpon. I am interested in this case. Those standards 
do not apply to the action taken in the rate case. 

Mr. FLtemminea. Since then, however, we have issued instructions 
that those standards were to apply on the wage and salary side. 

Senator Corpon. And now we are back to them. 

Mr. Fitpmminc. Where persons who have been continuously under 
investigation engage in tactics to obstruct completion of the investi- 
gation, where the violation is unusually flagrant, willful, and involves 
substantial damages; in other words, where the recovery to the 
Government would be very substantial. 

Senator Corpon. Let us stop and take a look at that paragraph. 
Let us say you have a case that does not involve a flagrant and con- 
tinuing violation and the defendant is doing his darndest under those 
circumstances to protect himself. Let us say he does, within the law, 
take advantage of a dilatory tactic. Why should he ‘be penalized for 
taking such advantage of the law as he may have a right to take if 
the case does not come within the second classification? 

If it does, that answers it. If it does not, it would appear that we 
are wasting a lot of money and time and effort. 

Mr. Fiemminc. I am inclined to agree with you on that. 

Senator Fercuson. We are penalizing the diligent, the aggressive? 

Mr. Fiemminc. Yes. 

Senator Corpon. So if we were to count out 1 and rest on 2, we 
would be resting on logic and commonsense? 

Mr. Fiemmine. I agree with you. We will operate on that basis. 

The fact of the matter is, I think, that is where the emphasis has 
been, on the second one. And I will make sure that it is. 

Senator Corpon. I understand we have somebody representing 
the individual company. 

Will vou come forward, Mr. Holland? 
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STATEMENT OF MR. HOLLAND, REPRESENTING GRAND CENTRAL 
AIRCRAFT CO., TUCSON, ARIZ. 


GENERAL STATEMENT 


Senator Corpvon. Mr. Holland, I understand you are here as counsel 
for the author of this telegram. We have been given to understand 
that you can give us a thumbnail picture of this matter. Keeping 
entirely within that field of relevancy, we will be glad to hear you. 

Mr. Houtanp. I appreciate the opportunity, Senator. I have just 
several points that I want to make. 

I appear here as an attorney for Grand Central Aircraft, which is 
a small aircraft company with a plant in Glendale, Calif., and a larger 
plant in Tucson Ariz. 

The plant engaged in the overhaul of aircraft and engines. One 
of its largest projects has been the overhaul of B—29’s for the Air 
Force. 1 might mention that this was the company that conceived 
the idea of saving the Government lots of money by locating its plant 
within 10 miles of Davis Mountain Air Base in Tucson. That 
saved the Government the cost of having to recondition these B-29’s 
to fly them to some place. 

This company conceived the idea of building a road from the place 
where the airplanes were stored over to the Tucson base, and they 
towed them over by truck. As a result of that, the B-29 project 
was able to get underway at much reduced cost to the Government 

Getting to the subject I have here, the main ax we have to grind 
is with this appropriation of $290,000, and the extent to which that 
appropriation would be used for enforcement proceedings. 


PENDING ENFORCEMENT PROCEEDING 


We are involved in an enforcement proceeding before the Economic 
Stabilization Agency. That proceeding started with the complaint 
filed last November in a w age case and a salary complaint which wes 
filed this last May. 

The problem that we have with this appropriation—— 

Senator Corpon. You do not question but what it was all right 
for the Economic Stabilization Agency at that time to inquire into 
the particular matter, do you? 

Mr. Houuanp. Yes, sir. 

The first one is all right; the second one came during what is the 
liquidation period. And we do not believe it was appropriate for the 
Agency to start new cases. Our idea of liquidation would certainly 
be limited to the cases they had. 

As I want to explain in a moment, I think that the appropriation 
they are seeking here to continue enforcement proceedings goes 
beyond the liquidation function. 

Senator Corpon. This committee is not going to take its time 
except to hear you with reference to your case, The Commissioner 
will have to determine the other matter. 

Mr. Houuanp. I appreciate that, sir. 

Our case stems around the fact that we feel that we are bein 
discriminated against because we have sought to pursue our lega 
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remedies and go into the courts to enjoy proceedings where we had 
the legal right to go. We are being singled out as those who resort to 
dilatory tactics, and we are bemg singled out as one of the companies 
where enforcement proceedings would be continued. 

Senator Tuyz. May I interrupt at this point? 

Mr. Houianp. Yes, sir. 

Senator Taye. How much is the claim against the company? 

Mr. Hoiianp. There is no w ay to know that, sir, until there is a 
finding of facts. There would be a finding of fact and then there 
would be a tax deduction taken by Internal Revenue that after a 
certification we had violated the wage stabilization law. 


VIOLATION CHARGES 


Senator Toye. What are you charged with? 

Mr. Hotianp. We are charged with having violated the wage 
stabilization law, the regulation in having granted wage increases 
which are not considered to be within accord of what was permissible. 

Senator Ture. Involving how many men? 

Mr. Hotianp. There were 5,000 men at the Tucson plant, which 
the wage stabilization case involves. The complaint that we have is 
that we do not think, from our knowledge of hundreds of cases that 
they have pending, that it is going to be possible to take care of all 
of the cases. But, as we understand this appropriation, it will be used 
to single out people like ourselves who have resorted to the courts to 
protect their rights, and we will get prosecuted. I venture to say 
there will be hundreds of cases that will not be prosecuted. 

The thing that we submit to this committee is that if you cannot 
give equal treatment to all of these pending cases, we think it is unfair 
to single out some of them, including us, and if you cannot achieve 
the broad objective of doing the entire job, that the thing to do is not 
to spend $290,000 just to handle a handful of hundreds of pending 
cases. 4 

Senator Toyz. What month were you found to be in violation, 
in what year? 

Mr. Ho.tuanp. We have never been found to be in violation, sir. 

Senator Tuyr. Then let me ask, When did you meet up with some 

ifficulty? 

Mr. Hottanp. In November. 

Senator Toye. Of what year? 

Mr. Houianp. In 1952, sir. 


HEARING BEFORE ENFORCEMENT COMMISSIONER 


Then, the administrative process started to get us into a hearing 
before an enforcement commissioner. We then went into the courts 
and obtained first a temporary restraining order and then a prelimi- 
nary injunction. The Wage Stabilization Board tried to get the 
Supe Court to stay the ‘preliminary injunction, and that is what 
the Court refused to do. 

We are now back in a three-judge court in San Francisco in a hear- 
ing to start this Friday on a hearing on a permanent injunction. 

Senator Toye. What you are asking us to do is to deny them the 
funds so that they cannot proceed further with the hearing? 
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Mr. Houuanp. Let me state it differently, 

Senator Tuye. Is that the point? 

Mr. Hotuanp. That is the basic point. 

Senator Tuy. Is that not precisely what you are asking us? 

Mr. Hotuanp. The reason that we are asking it is that we think 
what the money is going to be used for will result in just handling a 
handful of cases. 

Senator Corpon. Your answer, then, is yes, is it not? 

Mr. Houuanp. Yes, sir. 

Senator Tuy. That is all the questions | have. 

Senator Corvon. You heard the’statement of Mr. Flemming of the 
major yardstick that he expects to apply in these cases. Do you 
object to that? 

Mr. Houuanp. Yes, sir; I object to that. 

Senator Corpvon. You do not want any cases tried, no matter how 
flagrant, how long continued; is that the proposition? 

Mr. Houuanp. Yes, sir. 

Senator Corpon. If so, I want to tell you that the chairman of the 
committee disagrees with you entirely. 

Mr. Houianp. Senator, can I raise one other point? 

Senator Corpon. Yes, you may raise any point you want. 

Mr. Houuanp. | do not feel that the further conduct of enforcement 
proceedings comes within the liquidation function. There are three 
preliminary injunctions that have been granted in the last 3 months 
in the district court here in Washington that have been issued on 
the ground that the conduc ‘t of these enforcement proceedings beyond 
the liquidation function. 

Senator Corpon. If that be the case, that is a matter of law and you 
are protected. 


PETITION FOR PERMANENT INJUNCTION 


Mr. Houianp. Yes, sir. We are prosecuting our petition for 
permanent injunction. 

Senator Corpon. So the one question that you furnished this com- 
mittee with is whether this committee shall furnish funds with which 
to carry forward any prosecutions begun after what date? 

Mr. Ho.uanp. Any prosecutions as of April 30, 

Senator Corvon. Of what year? 

Mr, ine AND. The year 1953. 

But, Senator, the thing I am complaining about, and I think where 
so many misunderstandings arise, | am not complaining about the 
idea of just actioning all prosecutions. If you had a program to 
treat all of these pending cases alike, I am not advocating that you 
not prosecute the cases, but what we object to is that we are singled 
out from a large group of cases. 

Senator Corpvon. You can readily understand that this committee 
cannot decide that question. 

Mr. Ho.uanp, But you are here being asked to appropriate money 
for that kind of program, Senator. 

Senator Corpon. We are here with a request for linquidation funds, 
and contemplated within that will be the continued prosecution of 
some cases. Your position is that if all cases, even though some of 
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them be very trivial and some very flagrant, if all of them cannot be 
prosecuted, then furnish money to prosecute none. 
Mr. Hotianp. That is my position, sir. I think anything else is 
discriminatory. 
TOTAL CASES PENDING 


Senator ELLeNpeR. May I ask Mr. Flemming, How many cases 
did you say are now pending? Will that come within the purview of 
the yardstick set out by you? 

Mr. Fiemmine. May I ask Mr. Kendall, my general counsel, 
answer that? 

Senator ELLenper. Yes. 

Mr. Kenna. In the wage area, Senator, there are 58 cases before 
the National Enforcement Commission. Twenty-one cases have had 
injunction suits brought to prevent the NEC from reaching its con- 
clusion, and the importance of that is, of course—— 

Senator Ettenper. Are those all the cases involved in this liqui- 
dation? 

Mr. Kenpa.u. Yes. 

Senator Corpon. Is this injunction predicated upon a finding by 
the court that there is no law under which you can proceed? 

Mr. Kenpa.u. It is predicated on the equitable finding that ‘the 
damage to the defendant, if it turns out there is not any law they 
should proceed under, would be irreparable. Therefore, we will 
have a temporary injunction. 3 

Senator Corpon. A temporary injunction is, then, until a determi- 
nation is made whether you have a legal right to proceed? 

Mr. Kenpauu. Yes, sir. The Government will be bound by the 
decision, sir. 

CASES NOT IN COURT 


Senator ELLenpeR. How many cases do you have of the same 
nature that are not in court or that come within the purview of your 
vardstick? 

Mr. Kenpauu. There are 58 appeals pending before NEC. 

Senator ELLENDER. Is that all? 

Mr. Kenpauu. That is all the wage and salary cases which have 
been appealed. 

Mr. Hotianp. Our information is that there are 800 pending. 

I take it, Mr. Flemming, that is before the appropriation was 
requested of the House Appropriations Committee. 

Mr. Kenpauy. There are but 58 cases pending on appeal before 
the National Enforcement Commission. There are, however, some 
88 pending complaints which have been heard by hearing examiners 
but which have not been appealed. 

Senator ELLENpDER. What steps have you taken to determine 
whether or not the complaints come within the yardstick that you 
laid out here? 

Mr. Kenpauu. Each of them is individually reviewed, to see if it 
is a flagrant violation and involves substantial damage. 

Senator E.itenper. Is it your intention to prosecute those that 
come within the category? 

Mr. Kenpatt. If the court will let us; yes, sir. And that is what 
we are trying to find out. 
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Senator Corpon. When you get a decision of a court with respect 
to the basic question involved, you are right to prosecute. Then are 
you going to continue your prosecution with the hope that another 
court will make a different decision? 

Mr. Kenpauu. Of course, the Attorney General has jurisdiction as 
to whether he will appeal the case. Once it is decided, we would con- 
sider that decided as a matter of law. 

| think the Attorney General would probably wish to do that. 

Senator E.tenper. If a decision is not reached as to those cases 
that are now in court or that you may prosecute in the future by 
October 30, how would that be handled? 

Mr. Kenpauu. That is going to give us a great deal of difficulty, sir 
If these injunctions continue so that we cannot go ahead with the 
administrative proceedings, we may have great difficulty in recovering 
for the Treasury the taxes on these overpayments. 

Mr. Fiemoina. But it will have to shift from the Economic Sta- 
bilization Agency then to some place, and the decision will have to 
be made whether Justice is going to follow through on it or the Com- 
missioner of Internal Revenue. 

Senator ELLenpER. Would Justice have the right to take it over 
without any further appropriations or change in the law? 

Mr. Kenpauu. The law is sufficient. The law says that it is still 
a violation after the law is no longer in effect. But whether they would 
have the funds to enforce it, I am not sure. 

Mr. Houianp. Senator, may I just say one thing? 

Senator Corpon. Yes. 

Mr. Hotuanp. All we are after is equal treatment, and we do not 
believe we are getting it. That is why we are here today. 

Senator Corpon. I do not agree with you with respect to equal 
treaiment. I thik equal treatment is applying to equal cases. 
Bui equal treatment that every case must be prosecuted whether it 
is a frivolous case or not, I cannot agree with you. 

Mr. Hotianp. Complaints are not filed in frivolous cases. 

Senator Corpon. I happen to know that in many instances they are. 
Thank you. 

Mr. Hoxuanp. Thank you very much, sir. 


Hoover Commission 


Senator Ferguson. Mr. Chairman, I have to go to the floor. May 
I make a statement on two items which have been called to my mind, 
because Mr. Flemming is here? 

Senator Corpon. Certainly, Senator Ferguson. 

Senator Ferguson. There has been a new Commission, under 
Senate bill 106, created to study the functions of Government. In 
fact, there have been two Commissions; one to study the State-Federal 
relations, as well as the other bill that would study all of the Govern- 
ment that we were talking about here this morning. 

When the budget was sent up, it was thought by the Budget 
Director that it would take $500,000 on the State relations bill because 
they would have to work faster and have their report sooner than the 
other Commission, the 106, for $250,000. 

I think it is the opinion of those who have been concerned with the 
legislation that while Congress is away there should be a fund of 


35192—53——_28 





432 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


$500,006 provided on each 1 of these 2 Commissions so that that could 
actually get started to do this job. 

Senator Corpon. That $250,000 one that was President Hoover’s 
has been here, 

Senator E:upnper. Is that the Hoover Commission? 

Senator Ferauson. Yes. 

I do not want to ask Mr. Flemming for his opinion. I would say 
that he would be, in my opinion, one of the members of that Commis- 
sion, but I just want to say this on the record so that there would be 
something on the record showing what this is. 

To me it is one of the real important things to be done. It is a 
survey of the functions of the Government as well as the consolidation 
and so forth. 


ANNUAL MEeTING OF INTERPARLIAMENTARY UNION 


Senator Frerauson. The next item is this: The Congress of the 
United States has invited the Interparliamentary Union to hold their 
annual meeting on the 7th or 8th of October for a week. Both 
Houses have passed a bill, a law, authorizing an appropriation of 
$150,000 for the cost of that, 

This morning in the caucus room of the Senate Office Building we 
held a meeting. I announced on the floor of the Senate and the HBA 
announced in the House, or at least letters had been sent to all the 
members. We had some 30 people there this morning who I am sure 
are vitally interested in this Interparliamentary Union. 


AMOUNT AUTHORIZED 


In order that we may do the job, I would like to state now on the 
record that the amount authorized, the $150,000, while it seems great, 
yet when you figure the people who would come, being legislators of 
all of the countries outside of the Iron Curtain and some of their 
families, the matter would involve from 300 to 500 people. 

Senator ELLENDER. What would that money be used for, Senator? 

Senator Fereuson. I want to state that. We pay for, for instance, 
the operation of the actual meeting. We would pay for all of their 
entertainment. It is thought best to entertain them in New York. 
We are going to try and shift the one day’s cost from New York to the 
United Nations, or even, as I suggested, the city of New York. 

We hope that the city of Washington will do something along this 
line. 

SUGGESTED WILLIAMSBURG TRIP 


But it has been suggested, for instance, that a trip to Williamsburg 
be planned where they may be ac quainted with the history of the 
United States, and similar things. There will have to be banquets. 

I have been at the international mee tings on a number of occesions. 
We have been entertained, what is known in the language, royally. I 
think that the question of good will of American voice is involved in 
this case where some three to five hundred delegates from legis!ative 
bodies, understand, not the members of the executive branch but the 
legislative bodies, are to visit our Capital. 

‘Bach of you on this committee is asked to join in that meeting. We 
would be very happy to have you. 
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I now want to say on the record that I think that $150,000 is some- 
thing that should be appropriated. In fact, I have been authorized, 
as the president of the local organization, to invite all of the countries 
that belong to the Interparliamentary Union officially. I decided 
that I should hold up that official invitation until the Congress of the 
United States appropriated the money, or we may find ourselves in 
a very, very embarrassing position. 

1 would say, Mr. Chairman, that it certainly is a very unusual 
position for me to ask for the appropriations. If I did not think they 
were justified, 1 would not be here. 

Now I would be glad to submit myself, as I have asked everybody 
who appears for appropriations, for cross-examination. At times it 
gets very cross. 

Senator Corpon. No questions. 

Senator Ferauson. Thank you, gentlemen. 

Senator Corpon. Thank you, Senator. 

We will return now to the ESA. 

Is it not possible, Mr. Kendall, and practical for your organization 
to take one of these cases, agreed with respect to the others, to let 
them stay in status quo, and take one case through and determine 
the law? 

Mr. Kenpba.u. That is precisely what we are trying to do, sir. 

Senator Corvon. You have one case that you are going through on? 

Mr. Kenpa.u. This was the first one filed, so it gives us the advan- 
tage from the point of time. Grand Central, the one we are speaking 
to, was the first injunction requested. We have the time advantage. 
We could not get to the trial of the facts of any of the others, I know 
of before another month or so. 

Senator Corpvon. Is there any way you could get the law estab- 
lished upon a stipulation of the facts and get that thing out of the 
way? 

EXCESS OVERPAYMENT 


Mr. Kenpauu. I do not think the complainant here would stipu- 
late facts because there is a substantial disagreement as to what went 
on. The Government’s contention is that they overpaid in excess 
of three-quarters of a million dollars. 

Senator Corpon. Have you any case where you could get a stipu- 
lation of facts sufficient to raise the question and get it determined as 
a matter of law? 

It seems to me utterly foolish, wholly silly, to continue to put the 
Government to this expense, to put the litigants on the other side to 
this expense, when the first question to be resolved is if you have any 
right in the courts at all. 

Mr. Kenpauu. You are entirely correct. We will determine that in 
the pending case. 

Senator Corpon. If it is possible to do it without going through all 
the trial of the case. 

Mr. Kenpauu. We will have to have a judicial construction of the 
act, Senator. It will be important if we went in to the same type of 
situation again, if we had a war again, and we would want to know 
what the effect of the law is. 

Senator Corpon. I want to know the cheapest, most expeditious, 
least harmful way, in which the Stabilization Commission can get a 
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final determination as to whether it has any legal right to carry 
forward these proceedings. In my opinion, if there can be found a way 
to do it, I think it ought to be done. 

Mr. Kenpaui. We will be glad to reexamine any other procedure. 

Senator Corpon. You are now taking it up with the Department 
of Justice, are vou? 

Mr. Kenpatt. In cases where the Government appears in court, 
it is the Attorney General’s responsibility. 

Mr. Fiemminc. They are starting here, as I indicated on Friday. 

Senator Corpon. It may go for a long time and it may be mighty 
expensive if you have a continued wage payment proposition here 
and disputed facts all along. It may go for days and weeks and 
possibly months and be highly expensive to the Government and to 
the other side. To me it is useless expense if there is a more expedi- 
tious method of determining legal questions upon which the whole 
case rises or falls. 

Mr. Fiemmrne. Senator, I will say that I am in complete agreement 
with your approach. We will also check with the Department of 
Justice on it. 

Orrice or Drrensr Mopsirization 


STATEMENTS OF ARTHUR S, FLEMMING, DIRECTOR, CHARLES H. 
KENDALL, GENERAL COUNSEL, AND HENRY F, HURLEY, ADMIN- 
ISTRATIVE OFFICER 


JUSTIFICATION 


Senator Corpon. Now you may proceed as to the Office of Defense 
Mobilization. 

Mr. Ftemine. Mr. Chairman and members of the committee, I am 
appearing now as Director of the Office of Defense Mobilization, which 
is a separate item in the appropriations bill. The item we have been 
talking about, referring to the Economic Stabilization Administra- 
tion, is a separate and distinct item, and I will take that up later. 

Senator Corvon. Before you proceed with your statement, sir, 
we will insert at this point in the record the justification material 
covering this item, 

(The material referred to follows:) 
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EXECUTIVE OFFICE OF THE PRESIDENT—OFFICE OF DEFENSE 
MOBILIZATION 


SALARIES AND ExpEnsss, Orrice OF DEFENSE MOBILIZATION 


The $3,250,000 appropriation requested represents the fund requirements for 
fiscal year 1954 to carry out the responsibilities of the new office of Defense 
Mobilization in the Executive Office of the President established by Reorganiza- 
tion Plan No. 3 of 1953 and approved by Congress. 


A. CREATION AND AUTHORITY 


The Office of Defense Mobilization wes established in the Executive Office of 
the President by the terms of section 1 of Reorganization Plan No. 3 (18 Federal 
‘egister 3375) which provides for a Director and a Deputy Director of Defense 
Mobilization to be appointed by and with the advice and consent of the Senate. 
Transferred to the Director were: (a) All functions of the Chairman of the 
National Security Resources Board as authorized by the National Security Act of 
1947, as amended, including his functions as a member of the National Security 
Council; (6) all functions under the Strategic and Critical Materials Stock Piling 
Act, as amended (50 U. 8. C. 98 et seq.), vested in the Secretaries of the Army, 
Navy, Air Force, and Interior or in any of them or in any combination of them, 
including the functions which were vested in the Army and Navy Munitions 
Board by the item numbered (2) in section (6) a of the said act (60 Stat. 598), 
but excluding functions vested in the Secretary of the Interior by section 7 of the 
said act; (c) the functions vested in the Munitions Board by section 4 (h) of the 
Jommodity Credit Corporation Charter Act, as amended (15 U.S. C. 714b (h) and 
by section 204 (e) of the Federal Property and Administrative Services Act of 1949 
(40 U.S. C. 485 (e), and (d) all functions vested by any statute in the Director of 
Defense Mobilization or in the Office of Defense Mobilization provided for in 
Executive Order No. 10193 (15 Federal Register 9031). 

Executive Order No. - — of June ———, 1953 (18 Federal Register 3375) 
provides that the Office of Defense Mobilization and the Director of the Office 
of Defense Mobilization, provided for in Reorganization Plan No. 3, are in all 
respects the successors, respectively, of the Office of Defense Mobilization and 
the Director of Defense Mobilization provided for in Executive Order No. 10193 
of December 16, 1950 (15 Federal Register 9031), issued under the Defense 
Production Act, as amended (50 U. S. C. App. 2-61-2166). Each reference in 
any prior Executive order to the Director of Defense Mobilization and/or to the 
Office of Defense Mobilization was amended to refer to the Director and/or the 
Office of Defense Mobilization provided for in Reorganization Plan No. 3 of 1953. 

Pursuant to Executive Order No. 10433 of February 4, 1953 (18 Federal 
Register 761), the Director is, ex officio, Administrator of the Economie Stabiliza- 
tion Agency. Executive Order No. 10433 also transferred to the Director all 
the responsibilities and functions of the former Defense Production Administration. 

Functions: The Director of Defense Mobilization assists the President in 
coordinating the mobilization activities of the executive branch of the Govern- 
ment, including but not limited to production, procurement, manpower, the 
stockpiling of strategic and critical materials, and transportation activities. The 
Director is authorized to perform his functions through such officers and such 
agencies, and in such manner as he shall determine, consistent with law and the 
provisions of Reorganization Plan No. 3 of 1953 and Executive Order No. ——-— 
of June ———,, 1953. 


B. RELATIONSHIPS WITHIN THE EXECUTIVE BRANCH OF THE GOVERNMENT 


The Director participates by statute in meetings of the National Security 
Council and in meetings of the Cabinet by invitation of the President, where he 
assists in coordination of the defense mobilization effort with related programs 
of the executive branch. He is Chairman of the Defense Mobilization Board 
which provides a further means for coordinating the policies and activities of 
the principal departments and agencies participating in the defense program. 
This Board consists of the Secretaries of State, Treasury, Defense, Interior, 
Agriculture, Commerce, Labor; Chairman of the Board of Governors of the Federal 
Reserve System. 

The range of the Office of Defense Mobilization’s responsibilities requires the 
maintenance of close relationships with the departments and agencies within the 
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executive branch of the Government, particularly the other staff agencies of the 
President and the departments and agencies concerned directly with national 
security policies and programs. 


C, PERFORMANCE OF OFFICE OF DEFENSE MOBILIZATION FUNCTIONS BY OTHER 
DEPARTMENTS AND AGENCIES UNDER DELEGATION 


Reorganization Plan No. 3 of 1953 prevides that: 

“When authorized by the Director, any function transferred to him by the 
provisions of this reorganization plan (exclusive of the function of being a member 
of the National Security Council) may be performed by the head of any ageney 
of the executive branch of the Government, or subject to the direction and control 
of any such agency head, by such officers, employees, and organizational units 
under the jurisdiction of such agency head as such agency head may decignate.”’ 

In accordance with the foregoing, this Office will establish policies for the guid 
ance of other departments and agencies. To them will then be delegated, in 
every instance where feasible and appropriate, the performance of a function or 
a series of functions, which they are best qualified to carry out. Appropriate 
review and reporting systems will! be established by the Office of Defense Mobili- 
zation concerning the delegated functions in order to keep this Office advised 
of the progress being made and the manner in which the functions are being 
performed. 

D. DELEGATED FUNCTIONS 


Following is a list of the major types of functions which are now delegated and 
will continue to be delegated by the Office of Defense Mobilization to other 
departments and agencies: 

(1) Assembling and evaluating data pertaining to supplies and requirements, 
both military and civilian for end products and materials. 

(2) Presenting, on behalf of the industries with which they customarily deal, to 
the Office of Defense Mobilization, claims for any of the limited number of still 
highly critical materials which may have to remain under allocation control be 
cause requirements of the military, atomic energy, and stockpiling programs are 
so great that they cannot be met without creating a significant dislocation of the 
normal distribution of such materials in the market to such a degree as to create 
appreciable hardship. In addition, these agencies serve as channels for obtaining 
priority assistance, if necessary, to assure timely delivery of material or equip- 
ment to projects closely related to the direct military or AEC programs. 

(3) Exercising, if necessary, the priority and allocation powers with respect to 
products under their respective jurisdictions to assure fulfillment of direct military 
and AEC requirements. Also for the maintenance, insofar as possible, of produc- 
tion of critical materials and equipment essential to the military and AC pro- 
grams. 

(4) Participating in reviews of the mobilization base, under the leadership of 
the Office of Defense Mobilization to identify any gaps in production capacity 
needed for mobilization readiness which are not being filled, and calling those gaps 
to the attention of the industry involved. 

(5) Serving either as recommending or certifving authority in connection with 
financial aids to industrial expansion. These aids include not only those available 
under title III of the Defense Production Act, but also accelerated tax amortiza- 
tion, the benefits of which are available under the Internal Revenue Code. 

(6) Providing a focal point for continuing contact between Government and 
the respective industries in connection with the development, attainment, and 
maintenance of adequate levels of mobilization readiness. An important feature 
of industrial mobilization readiness, in addition to the creation and maintenance 
of adequate production capacity, is the development of those measures required 
to protect critical mobilization productive capacity from the effects of possible 
enemy attack. 


E. RELATIONSHIPS OUTSIDE THE FEDERAL GOVERNMENT 


Effective mobilization readiness requires the knowledge, cooperation, and 
active participation of all elements of the national life—industry, business, labor, 
agriculture, State and local governments, and professions. The staff of ODM 
consults and uses experts in many fields and, in addition, uses advisory committees 
and other groups to obtain information and advice outside the Government. In 
this manner, special knowledge and experience are brought into the Office’s 
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work on such problems as the stockpiling of critical and strategic materials, the 
organization and staff of wartime agencies, economic stabilization, manpower, 
strategic location, war production, and transportation. In obtaining advic2 from 
industry the Office of Demens Mobilization will make wide use of the Industry 
Advisory Committees of the Department of Commerce. 


¥F. MOBILIZATION READINESS MEASURES 


The following is a statement developed by the Office of Defense Mobilization 
relating to mobilization readiness policy, and approved by the Director after 
consultation with the Defense Mobilization Board and the Cabinet. 


Mobilization readiness policy statement 


Over the past 2% years this Nation has been engaged in a very substantial 
program for the expansion of productive capacity to a point adequate for long- 
term readiness against attack upon us and our allies. The statutory basis for 
the program has been the Defense Production Act, the extension of which is 
presently before the Congress. The purpose of that act, as stated in the opening 
declaration of policy, is “‘to develop and maintain” military and economic strength. 

In this connection, the overall objective of the military and civilian organiza- 
tions is to develop a mobilization plan.that lies within our material and fiscal 
resources and yet generates the maximum military power that those resources 
can support with due consideration of the needs and contributions of the rest of 
the free world. 

Toward this end (1) we are measuring the production potential of our industry 
for hypothetical war years as well as the support we will receive from the materials 
and facilities of the free world; (2) estimating rock-bottom civilian requirements; 
(3) estimating the share of the production potential that by preliminary tests it 
seems possible to allot to war goods and the impact of that allotment on the econ- 
omy; (4) testing the ability of specific injiustries to supply the principal tools, 
equipment, components, subassemblies, materials, and skills needed to produce 
the pattern of weapons desired by the military within its allotnaent; (5) identifying 
deficiencies; and (6) estimating exports from the United States essential for the 
security of the free world. 

Thus, the ground will be laid for decisions as to whether to fill in gaps in the 
national plant, or modify the military plan, or both. In either event, some of 
the costly diversions of resources from weapons production to plant expansion, 
and most of the 2 years’ loss of time before a high level of weapons productions 
was attained in World War II], can be telescoped or avoided. 

In those cases where the analyses that are now being made indicate that we 
should expand capacity, that expansion will presumably be concentrated on 
providing long lead time, difficult-to-produce, and critical types of tools, equip- 
ment, instruments, materials, energy, and technically trained personnel. 

The result will not be an economy geared meticulously to the requirements 
of war production, which would be far too expensive, but the development of a 
program which will provide us with an industrial position, or plans for it, from 
which we could move rapidly to maximum rates of balanced output of war and 
war-supporting goods. In this connection, the necessity will remain for main- 
taining physically on hand a calculated balance of selected mobilization reserve 
materiel to support the war effort until the going rate of production under all-out 
war conditions reaches the wartime expenditure rate. 

Our main increments in strength for defense as well as for good living in times 
of peace will continue to derive from the normal expansion of industry within 
the workings of the free-enterprise system. It is clear, nevertheless, that no 
matter how powerful our industry may become, its organization for a peacetime 
economy can never be the same as that for the needs of war. This means that 
gaps in the way of specialized resources will have to be filled in before we can 
swing large parts of our great peacetime capacity into the actual preduction 
of war goods. 

By supplying or planning for the filling in of these gaps on a highly selective 
basis, we should be able to (1) plan the largest balanced military program falling 
within the limits of fiseal and industrial resources; (2) develop an industrial 
organization capable of supporting a military program adequate to our security; 
and (3) achieve economy both in the use of our resources and in the immediate 
burdens placed on indusrry. 

In addition, the closest possible correlation between United States and foreign 
mobilization readiness measures is required in order to place NATO and the rest 
of the free world in a position to support the maximum war effort. 
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Through atteinment of these objectives, we can lessen dependence on larg 
reserve stocks of end-items, at the same time recognizing the necessity of having 
available certain minimum essential reserve stocks of end-items to support the 
war effort until war production reaches oe required level. The choice in eac! 

case will be made on the basis of what will provide the Nation with a defense 
program of maximum effectiveness over : the long pull—with a program that will 
make it possible for us to shift from a civilian economy to a war economy in the 
shortest possible period of time. 

Meny departments of the Government are participating in the mobilization 
readiness program. The final checks on the extent of critical deficiencies are to 
be made by industry committees. 


G. ACTIVITIES FOR FISCAL YEAR 1954 


During fiseal vear 1954, the Office of Defense Mobilization will be responsib! 
for direction and coordination of the following major activities: 

(1) The continuing production controls necessary to meet military and AEC 
requirements. This includes the job of screening these requirements and notify- 
ing, on a quarterly basis, the Department of Commerce of the set-asides of copper, 
steel, and aluminum required to meet these requirements. In addition, ODM 
working with using and consuming industries and the Department of Commerce 
must develop simplified production and distribution controls that could be used 
in event of future degrees of national mobilization. 

(2) Management of the national stockpile program which must include a review 
of the present stockpile objectives in light of strategie advice from the Joint 
Chiefs of Staff. 

(3) Review and completion of material expansion programs for those materials 
where serious gaps still exist between supply and mobilization requirements. 

(4) Review and completion of expansion goals for nonmaterial resources where 
gaps in the mobilization base still exist. 

(5) Continuing analysis of our health resources that would be required in event 
of mobilization. 

(6) Development of those action steps that would be required in event of 
mobilization to contre] prices, wages, and rents. 

(7) Development of manpower policies and measures required in an emergency , 
including the problem of maintaining adequate levels of critical skills during the 
coming months and véars in such key mobilization industries as optical, watch- 
making, and shipbuilding. 

(8) Development of policies, standards, and criteria by which other departments 
and agencies working with industry can take those steps necessary to assure the 
continuity of essential industry and Government functions during and following an 
enemy attack on the continental United States. 

Thus it is clear that in the new Office of Defense Mobilization there are brought 
together three major functions: 

(1) The stockpiling of strategic and critical materials. 

(2) Advising the President concerning the coordination of military, industrial, 
and civilian mobilization. 

(3) Responsibility under the Defense Production Act for mobilization activities 
required to complete the present military buildup and take those readiness steps 
for which there would not be time in the event of full mobilization. 

The following is a breakdown of the Office of Defense Mobilization by individual 
areas together with a short statement describing the activities encompassed within 
that area and a statement of the full-time personnel required during fiscal year 
1954 as compared with the staffing requirements of the ODM, DPA, and NSRB 
as of February 3, 1953 (date of DPA merger into ODM). 

Office of the Director.—Including the Deputy Director, executive officer, special 
assistants and program officer and staff. General supervision and guidance for 
total ODM activities stems from this office. Program balance and coordination 
throughout the ODM is assured by the program officer and his staff. Allstaff 
papers and documents for the Director and Deputy Director and top committees 
as well as general management and organization problems are handled by the 
executive officer. A staff of 18 permanent positions are requested for fiscal year 
1954. In fiscal year 1953, 39 positions were required 

National Security Council staff—Keep the Director advised of all matters under 
consideration by the National Security Council or the Planning Board and assist 
in the development of policies and courses of action for submission to the National 
Security Council. Staff requirements: Six permanent personnel for fiscal year 
1954; in fiscal year 1953, seven positions were required. 
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General Counsel.—In fiscal 1954 ODM will be directly concerned with the ad- 
ministration of at least three statutes. This office affords day-to-day legal guid- 
ance on the multiplicity of problems stemming from OD M’s total responsibilities. 
Staff requirements: kleven positions of full-time service. In fiscal year 1953, 17 
positions were required, 

Assistant Director for Financial Policy.—This Assistant Director is the principal 
adviser to the Director on all financial policy questions involving the use of in- 
centives authorized under section 124A of the Internal Revenue Code, the Defense 
Production Act, and the Strategic and Critical Materials Stockpiling Act. Staff- 
ing requirements: 64 positions in fiscal year 1954. In fiscal year 1953, 81 positions 
were required, 

issistant Director for Production Requirements and Programs.—This Assistant 
Director is responsible for developing polices and reviewing the exercise of delega- 
tions of authority by other agencies in connection with current and future produc- 
tion programs and eontrols. He is responsible for the collection and validation of 
require’ ents and for determining the avaiiability of capacity to meet these 
requirements. Staffing requirements: 45 positions in fiscal year 1954; in fiscal 
year 1953, 122 positions were required, 

Assistant Director for Materials—This Assistant Director has the principal 
responsibility in the Office of Defense Mobilization for the coordination and 
direction of the Government’s activities in the defense-materials area. He will 
be responsible for recommending action in the materials field on expansion pre- 
grams, stocky iling, and control. In exercising this responsibility he will attempt to 
have developed a supply of materials for the Nation to meet immediate defense 

“needs and those that would arise in the event of war. He will have the principal 
responsibility for the administration of the national stockpile of strategic and 
critical materials. Staffing requirements: 46 positions in fiseal vear 1954; in fiscal 
year 1953, 47 positions were required Note: The Munitions Board estimates 26 
positions were required in fiscal year 1953 solely for stockpiling activities 

Assistant Director for Stabilization.—This Assistant Director will be responsible 
for developing all those stabilization measure which would be required at the out- 
set of war to prevent upward spiraling of prices, wages, and rents and the hoarding 
of commodities by consumers. He will also be responsible for the development 
of longer-run stabilization measures including rationing which will be designed to 
assure continued stability and the equitable distribution of scarce commodities at 
the consumer level in the event of full war. Staffing requirements: Twenty-eight 
positions in fseal year 1954; in fiscal year 1953, seven positions were required. 
(Note.—In fiscal year 1953 there was a going program conducted in the economic 
stabilization area and there*ore no need for a stabilization staff in the ODM, 
DPA, or NSRB except for liaison purposes with ESA agencies.) 

Assistant Director for Nonmilitary Defense-—This Assistant Director will be 
responsible for the development of policies, programs, and standards to minimize 
the effects of enemy attacks on our cities, industry, and Government; assure con- 
tinuity of essential production, Government functions and community services 
in event of attack; and to restore industrial and governmental facilities after 
attack. Staffing requirements: ‘Twenty-nine positions in fiscal year 1954; in 
fiscal year 1953, 14 positions were required. 

Assistant Director for Manpower.—The Assistant Director for Manpower is the 
principal adviser to the Director on all manpower policy questions. He is respon- 
sible for directing and coordinating all the manpower activities of the Federal 
Government necessary to achieve and maintain the current and projected mobiliza- 
tion program. He is also responsible for assuring that appropriate manpower 
actions are taken now which would enable the Nation to move quickly and effec- 
tively to full mobilization. Staffing requirements: Eight positions in fiscal year 
1951: in fiscal year 1953, 17 positions were required, 

The Health Resources Advisory Committee and staff which was transferred 
from the National Security Resources Board to the Office of Defense Mobiliza- 
tion on April 26, 1951, advises and assists the Director on problems of the Na- 
tion’s health relating to national mobilization. Staffing requirements: 12 positions 
in fiscal year 1954; in fiscal year 1953, 12 positions were required. 

Staff services which include reports, information, administrative management, 
and secretariat services furnish in the main, the following services: reports; 
internal and external reporting systems by which the Director keeps abreast of 
progress or the lack of progress and issues reports to the Congress and the public; 
information (one man) to answer inquiries from the press and the public; admin- 
istrative management; budget and fiscal services, personnel management, per- 
sonnel security, library, business services, etc.; secretariat services; maintenance 








<a 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 44] 


of central files, control of mail, continuing records, and disposal operation. Staff 
requirements in fiscal year 1954, 73; in fiscal year 1953, 126 positions were 
required 

FuND REQUIREMENTS 


1. APPROPRIATION LANGUAGE 


“Salaries and expenses, Office of Defense Mobilization 

‘For expenses necessary for the Office of Defense Mobilization, including [com- 
pensation of the Director of Defense Mobilization at the rate of $22,500 per annum; 
printing and binding without regard to section 89 of the Act of January 12, 1895, 
as amended (44 U. 8S. C. 213):] hire of passenger motor vehicles; reimbursement 
of the General Services Administration for security-guard service; [not to exceed 
$5,000 for emergency and extraordinary expenses, to be expended under the direc- 
tion of the Director for such purposes as he deems proper, and his determination 
thereon shall be final and conclusive:] and expenses of attendance at meetings 
concerned with the purposes of this appropriation; [$1,250,000] $3,250,000: 
Provided, That contracts under this appropriation for temporary or intermittent 
services as authorized by section 15 of the Act of August 2, 1946 (5 U. 8. C. 55a), 
may be renewed annually.” 
(Supplemental Appropriation Act, 1953) 
Appropriated 1953, $1,250,000 Estimate 1954, $3,250,000 
Appropriated (Adjusted), 1953,* $2,511,804 


« Includes amount transferred from ‘Salaries and expenses, Defense Production Administration,’’ pursu- 
ant to sec. 711 of Defense Proiuction Act, as amended, 


LANGUAGE CHANGES 
Deletions 

“Compensation of the Director of Defense Mobilization at the rate of $22,500 
per annum,” 

The above provision is unnecessary due to subsection (ib) of Reorganization 
Plan No. 3 of 1953. 

“Printing and binding without regard to section 89 of the Act of January 12, 
1895, as amended (44 U. 8. C. 213).” 

The above provision is unnecessary due to subsection 710 (f) of the Defense 
Production Act. 

“Not to exceed $5,000 for emergency and extraordinary expenses, to be expended 
under the direction of the Director for such purposes as he deems proper, and his 
determination thereon shall be final and conclusive.”’ 

The Director’s desire to delete authority for the use of unvouchered funds. 
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BupGETARY REQUIREMENTS FOR 1954 
Summary of requirements 


' 
Actual, 1952 Estimate, 1953 Estimate, 1954 
| | 


Object classification 


. | iar | lar 
um- -| N 4 
Num-| amount |NU-| amount um-) Amount 


| 
ber ber | ber | 


| } 
I, 01 Personal services | | | 
(a) Permanent positions. -. 199 | $1,270,666 | 500 | $3,389, 639 |$2, 370, 733 
(5) Lapsed —R1 | 593,883 | —205 2, O18, 146 282, 600 
(c) Terminal leave 1 6,080 | 18 119, 331 
(d) Net permanent employment... 119 682, 863 223 1, 490, 824 2, 157, 133 
(e) Part-time temporary 13 154, 614 18 214, 521 447, 300 
(f) Regular pay in excess of 52 weeks_-. ie 2, 672 | 7, 705 8, 000 
(g) Payments above basic rates + 11, 898 |... 15, 985 | -- | 10, 000 
(h) Payments to other agencies for reim- | 
bursable details 51, 214 | 69, 422 27, 000 


said hs 
(i) Total, personal services... -- 3: 903, 261 | | 1, 798, 457 


2, 649, 433 
II. 00 Other objects | 
(a) 02 Travel 147, 565 | _. 140, 631 134, 470 
(b) 03 Transportation of things 549 | 1, 132 500 
(c) 04 Communications 25, 765 | 56, 434 | 54, 760 
(d) 05 Rents and utilities 2, 266 | 621 0 
(e) 06 Printing and reproduction 85, 630 56, 362 51, 000 
(f) 07 (1) Contractual services obtained | 
from outside sources | 29, 588 | 78, 692 115, 000 
(2) Services performed by other 
awzencies 39, 38: } 68, 266 223, 050 
(g) 08 Supplies and materials i 28, 4: 21, 138 27, 000 
(h) 09 Equipment , 8 | 9, 775 9, 787 
(i) 15 Taxes and assessments 2, 17: | 2,6 5, 000 
(j) Unvouchered : ‘ | 7 ‘ wed i) 
(k) Total other objects 26, 208 437,726 |.... 620, 567 
Ill. Total obligations , 329, 469 | | 2, 236,183 | 3, 270, 000 
IV. Reconciliation to appropriation or estimate | | 
(a) Reimbursements from other accounts q 5 | — 47,379 |_. — 20,900 
(6) Unobligated balance, estimated sav- 
ings . 413, 507 323, 000 0 
(c) Transferred from “Salaries and ex- 
penses, Defense Production Ad- 
ministration,”’ pursuant to sec. 711 
of Defense Production Act, as 
amended Riehl 0 Bisis ’ 0 








z 3, 250, 000 


Appropriation or estimate 1, 711, 250 | 1, 250, 000 
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1, Personal services—(a) Permanent positions, base rate, $2,370,733 


Positions are distributed among the various offices as follows: 














1953— Positions 1954—Positions | 
Lnenpssisiqpeeneyinonty | ss tatiailelteatiatieatane ts 
; | a | Base 
Office | Pro- | oor. | Office Pro- | oi, | rate 
fes- | ‘ical | Total fes- | j . 1 |Total 
lsional) **™ | sional| ** 
| 
| | 
Office of the Director 2 6 8 | Office of the Director: | | | 
National Security Council 2 | 2 4 Director 2 1 3| $32,235 
Staff director 1 | l 2 Deputy Director 1 1 2 22, 120 
Specia) assistants | 2 2 4 Executive officer 3 2 | 5 | 34, 805 
Statistics and Progress Re- | | Special assistants | | 
ports 6 3 uv and program staff 3 5 | 8 56, 225 
Publie Information 2 2 4 | Science Advisory Com | 
Office of Community | | mittee ; | 1 1 | 4, 620 
Forums 5 14 19 | Health Advisory Com- | | | 
Executive officer 1 | 2) 3; mittee 6 6 | 12 | 66, 450 
Executive secretary 3 | 5 | 8 | Staff services: | | 
Secretariat Services 1 | } 12 National Security 
A dininistrative officer 2 | 13 | Council Staff 3 | 3 6 51, 220 
General Counsel 3 | 3 6 | General Counsel 7] 4 11 | 91, 235 
Production 4) 3 | 7] Reports Staff 8 | 2; 10} 66, 945 
Materials 2 | 1 3 | Information Staff __| 1 | 2 | 3 | 19, 625 
Procurement Policy 3 | 3 | 6 Administrative | | 
Manpower l 2 3 | Management 19 30 49 228, 306 
Stabilization 2 | 1} 3 | Secretariat Services | 2 9 ll | 47,840 
Foreign Activities 4 4 8 | Assistant Director for | | | 
Science Advisory Com- | Financial Policy 32; 32 64 392, 477 
mittee 3 |} 2 5 Production Require- | 
Health Resources Advisory | ments and Pro- | 
Staff 5} 8] 13 grams f 2 | 17) 45] 349,225 
Housing and Community | | Materials 30; 15 45 364, 530 
Facilities os 6A 4 Stabilization | 15] 13] 28] 217,000 
industrial Equipment Prod- | Nonmilitary De- | | 
uction Committee iY aera fense 19} 10] 29| 226,505 
Protection of Mobilization | | Manpower 6 | 2 | s 67, 810 
Base 1| l 2) Telecommunications 2 | 3 5 31, 470 
National Security Resources | — 
Board 18; 22 40 Total. _.. . 187 158 | 345 | 2,370,733 
Defense Production Admin- } | | 
istration... 524 i 173 | 139] 312 
Total pede 249 | 251 | 500 | 


Personal ser ices, § 26 49,4338 


The funds requested in this estimate for personal services should provide the 
staff necessary for the Director to achieve the two primary objectives outlined in 
the President’s message to Congress transmitting Reorganization Plan No. 3 of 
i953; namely, (1) to improve the organization of the Executive Office of the 
President; and (2) to enable one Executive Office agency to exercise strong 
leadership in our mobilization effort, including both current defense activities and 
readiness for any future national emergency. 

The permanent staff requirement of 345 positions is estimated to cost $2,157,133 
or 315 man-years of effort. These positions will be distributed among 18 offices 
and approximately 20 specialized areas of the staff to serve as a nucleus of highly 
competent personnel for day-to-day activities. The increase over man-year 
requirements in fiscal year 1953 is due to the additional functions transferred to 
ODM by the ODM-DPA merger of February 3, 1953, functions formerly vested 
in the chairman of the NSRB and the stockpiling functions of the Munitions 
Board. 

This reorganization should improve coordination of the mobilization program 
and has already resulted in savings of funds and personne! (a) through elimination 
of overhead services; and, (6) by utilization of ODM per: onnel in connection with 
current mobilization as well as mobilization readiness activities. 

To assist this group, use will also be made, where necessary, of individuals from 
private fields of endeavor on a temporary part-time (WAE) basis. In this cate- 
gory, $447,300 is requested for 40 man-years of service. Thus the ODM is 
attempting to keep its permanent staff small and “‘fill in’’ as needed with individu- 
als who can be promptly removed from the payroll when their temporary tasks 
are completed. Even with this assistance, the permanent staff is further based 
on the assumption that: (1) the greater part of the detail work will be performed 
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by other agencies; (2) at intervals, individuals will be detailed from other agencies 
to augment the staff; and (3) consultants, members of committees, and task forces 
generally will be secured without compensation. 
Other objects of expenditures, $620,567 

These funds will cover the miscellaneous housekeeping items necessary in the 
performance of the work of the Office. Included are the estimated fund require- 
ments for items such as travel, communication service, printing and reproduction, 
supplies and materials, etc. These expenses are mainly determined by the level 
of the personnel activities and are computed wherever possible on the Office’s past 
experience using an average mMan-vear cost, or costs established in contracts or 
agreements currently in effect. Included also is $297,000 for special projects 
funds. Experience has shown that a variety of needs arise throughout the year 
and that occasional partial financing from the ODM funds is essential in the 
continuance or initiation of needed studies. Prior to authorizing any single 
project from these funds, the Office makes certain that financing from other 
sources is not available. 


ODM RESPONSIBILITIES 


Mr. Fiemmine. As a result of presidential action and the approval 
of Reorganization Plan No. 3 by the Congress; the ODM is now 
responsible for the functions previously performed by the following 
agencies: 1, the old ODM; 2, the Defense Production Administra- 
tion; 3, the functions assigned by the National Security Act to the 
NSRB; and 4, the stockpiling functions of the Munitions Board. 

During fiscal year 1953 the Congress made available $4,936,500 
for the old ODM, the DPA, and the NSRB. If there is added to this 
total the approximate amount spent on the stockpiling functions of the 
Munitions Board, the total funds available were slightly in excess of 
$5 million. 

Senator Corpon. Can you give us a breakdown as to agencies? 

Mr. Ftemmine. Yes, I could furnish that information for the record. 

(The information referred to follows: ) 


Amourt available for obligation 


National 
Security 
Resources 
Board 


Defense Pro 
duction Ad- | 
ministration 


Stockpile 
Munitions 
Board 


Office Defense 
Mobilization 


Appropriation or estimate $1, 250, 000 1 $2, 875, 000 $625, 000 $220, 000 $4, 970, 000 
Adjusted 1, 261, 804 —1, 075, 304 | 0 | 0 186, 500 
Adjusted appropriation 2, 511, 804 , 799, 696 | 625, 000 | 220, 000 5, 156, 500 
| | 
| 


Not including NPA transfer to DPA in the amount of $186,500, 


Mr. Fiemmine. The President requested the Congress to provide 
$3,250,000 for these functions during 1954, or a reduction of $1,750,000 
as compared with 1953. 


HOUSE REDUCTION 


This amount was reduced by the House of Representatives to 
$2,500,000. 

We are asking this committee to act favorably on the President’s 
request for $3,250,000 because we believe that this amount is needed 
if the President is to receive adequate assistance in directing the 
Nation’s mobilization program. 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 445 


I will indicate to you briefly our reasons for this belief. 

There is no question but that an agency in the Executive Office 
of the President should set the right kind of an example when it comes 
to the all-important question of economy. 

This we have endeavored to do in the development of our budget 
for 1954. This is reflected in the fact that the agencies which have 
now been merged and which constitute the new ODM employed in 
excess of 600 persons at their peak during 19538, whereas we are pro- 
posing a budget which calls for the employment of 315 permanent 
and 40 part-time employees. 

At the same time, however, we also believe that an agenc y in the 
Executive Office of the President should have the resources that are 
needed in order to render the maximum of service to the President in 
the discharge of the duties and responsibilities which he has assigned 
to it. 

In reducing the President’s request from $3,250,900 to $2,500,000 we 
feel that the House of Representatives has put us in a position where 
it will be difficult to render the President the service in the mobiliza 
tion area which he should receive. 

Now I want to be specific about that. 


PERSONNEL REDUCTION 


The : approximately 60 persons, as contrasted with the 73 that were 
utilized 1n 1953, that we would have assigned to the Assistant Director 
for Materials as a result of the President’s request, will have to be re- 
duced to approximately 45 as a result of the action taken by the House 
of Representatives. 

Senator Corvon. “The Director of Materials,” by that you mean the 
work formerly done by the Munitions Board ? 

Mr. Fiemmina. That is right. Part of his work will be the stock 
piling functions of the Munitions Board plus the materials expansion 
program. 

Senator Corvon. That will be reduced by how many? 

Mr. Fiemminec. From 60 to 45. 

Senator Corvon. Are you making a comparable reduction in other 
fields ¢ 

Mr. Fremmine. That is right. 

I will point that out, Sen: itor, as I go along. That contrasts with 
the 73 that were utilized i in that area in 1953. 

Senator Corpon. Is your stockpiling program now lessened as a 
result, of lessened tensions, lessened needs, and an accumulation of 
stockpiles ¢ 

Mr. Fiemminea. As I was going to point out in just a few minutes, 
our particular part of the function carries, in my judgment, the same 
heavy duties and responsibilities ve has previously been the case. 
When you come to an agency such as GSA, that has the r reuaneneibility 
for stockpile purchases, “the picture is different than it has been. 

I am wondering if I could just summarize briefly the responsibilities 
that this Assistant Director has. I think that will throw a light on 
that point, Senator. 

Senator Corpon. Very well. 
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STAFF RESPONSIBILITIES 


Mr. Fiemmrina. The staff under this Assistant Director will be 
called upon to discharge the following responsibilities: Determining 
what materials are strategic and critical; assembling facts and figures 
on partial and full mobilization needs for individual materials and 
comparing these with available supply; determining from the fore- 
going comparison what deficiences exist for individual materials ; 
and recomme nding programs, including stockpiling, for overcoming 
these deficiencies. 

Up to the time when the stockpiling responsibilities were transferred 
to the Office of Defense Mobilization, 325 materials had been identified 
as strategic, of which 75 represent items where our defense prepared- 
ness position is so poor that it has been found necessary to undertake 
a stockpile program. 

Those who have had responsibility for the stockpile program have 
felt. that stockpile objectives should be reviewed at least once a year, 
and on the basis of my own exploration of the question, it seems to me 
that this is a sound position. 

But irrespective of what the soundness of that position is as far as 
the long-term future is concerned, such a review during 1954 becomes 
imperative in view of the issuance of new guidance relative to stockpile 
planning by the Joint Chiefs of Staff, and also in view of a revision by 
the State Department of its data on the political and economic reli- 
ability of certain remote countries upon which we are rather heavily 
dependent for strategic materials. 

When the President submitted our budget to the House of Repre- 
sentatives we were unaware of these developments and, as a result, 
the estimates called for only 45 employees in this area 


ADDITIONAL PERSONNEL 


These developments, however, make it necessary for us to review 
most of the 75 items that are now a part of the stockpile program and 
such review will call for at least 15 additional persons. 

Senator Corpon. You are asking now more than you asked the 
House for; is that right ? 

Mr. Fiesta. It is the 60 as contrasted with the 45. 

Senator Corpon. From time to time I am going to interrupt you. 

Mr. Fiematrna. I would be delighted. 

Senator SatronstaLL. May I also enjoy that privilege? 

Senator Corpon. Yes, sir. 

Mr. FiemMinc. May I just add one statement to clinch that? 

If the Congress appropriates the amount requested by the President, 
we will be able to absorb this additional workload. 

Senator Sarronstatu. Mr. Flemming, am I correct that there is no 
money appropriated this year strictly for building up the strategic- 
material stockpile? 

Mr. Fremminc. That is correct.. I mean, as far as the stockpile 
appropriation is concerned, no new funds were requested. 

Senator SavronstaLLt. And what you are arguing is that you have 
to look it over and check it up, and so on? 

Mr. Fiemmine. Senator, there will be additional purchases. The 
reason a request for additional funds was not nile was that the 
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balance in the stockpile fund is about $600 million. Consequently, 
it was not felt necessary to ask for any additional funds. 

Then you appreciate also the $2,100,000,000 revolving fund in the 
Defense Production Act can likewise be used in connection with the 
stockpile. 

So stockpiling is going to continue all right during the coming year. 
We just felt it was not necessary to come to Congress for any addi- 
tional funds over and above those now available. 

Senator SattonstaLL. Now, Mr. Flemming, I am looking at your 
estimate, Office of Defense Mobilization budget estimate for 1954. 
It is page 17. There you are song for $3,370,000, which has been 
knocked down to $3,250,000. Then the House has knocked that down 
by $750,000 more. 


COMPARISON OF PERSONAL SERVICES WITH 1953 


My question is, Are the personal services, as shown on page 17, com- 
parable with 1953? Are not the duties so different that you cannot 
compare the total of 500 employees to the 345 that you are now asking? 

Mr. Fiemmrne. That is correct, Senator Saltonstall, because, for 
example, take our stockpiling responsibilities, that was only trans- 
ferred to us on June 12. Consequently, it was only in the Office of 
Defense Mobilization for a very few days during 1953 before the 
budget estimate had to be submitted. So, actually, as I indicated— 
and this is an approximation because it is a little bit difficult to make 
an exact comparison—but if you take the old ODM, the NSRB, the 
DPA, and then take the stockpiling functions of the Munitions Board, 
the comparison is about 600 as against 345. 

Senator SatronsTaLLt. What I am getting at is: What you are 
telling this committee is to say that in your new functions, which is a 
new agency, incomparable with the agencies in the past, that you need 
345 employees, whereas the House, if their recommendation is ac- 
cepted, will knock you down to 301 employees? Is that correct? 

fr. FLemmine. Yes, approximately that. Just about 300. 


NEED FOR 44 NEW EMPLOYEES 


Senator Satronstatu. So that you have to argue to us on a new 
agency that you need these 44 employees which the House has cut 
out? 

Mr. Fiemminea. That is right. 

Senator Sanronsratn. And those 44 employees with their services 
constitute $750,000, is that right, approximately ? 

Mr. Fitemmrne. Plus your various additional items in the budget. 
I mean those 44 by themselves wouldn’t account for $750,000. 

The difference between the President’s request and the House action 
is $750,000. 

Senator Sartonsrat. So that in this new work that you are doing, 
forgetting a comparison with the past, you say you need these new 
employees the House has cut out? 

Mr. Fiemmine. That, Senator, I was trying to justify here. I 
intend to take each of our major areas and show why the House cut, 
in our judgment, would be harmful in terms of our being able to 
carry out these duties. 

35192—53——29 
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Senator SaLronstaLy. What mixed me u nd I was wondering 
whether it was helpful from your point of view, either—was to make 
a comparison with the past. 

Mr. Ftemmine. Your point is well taken, Senator. It is difficult be- 
cause the whole picture - changed. That is why I thought it was 
helpful to take each one of the major areas and show the number of 
people we would have assigned under the President’s request and 
then see the number of people we would have available under the 
House action and indicate why that would create some difficulty. 

Senator Corvon. If you would give that summary first and indi- 
cate why afterward it would help me. You want to reduce this par- 
ticular agency from 60 to 45. That does not mean anything to me 
until I find out how much you are going to reduce the other agencies. 

Mr. Fitemmina. I was going to take each one of them, Senator. 

Senator Corpon. Can you first give us the background and then 
put the figures in afterward ? 

Senator Sarronsratt. Mr. Chairman, may I ask one other ques- 
tion? 

Senator Corvon. I thought you were through, Senator. I beg your 
pardon. 

Senator Sattonstauu. No; I beg your pardon. 

My question is this: Is not a lot of the work Senator Cordon has 
asked to detail out and which you have been asked to do, is not that 
a lot on your own initiative? In other words, is this not one of the 
agencies where there is a lot of planning; that is, working with States 
and business and so forth, so that the amount of money that you have 
shall mean that the amount of people that you have to work with is 
really a question of your imagination and your interpretation of your 
functions? Is that correct? 

Mr. Fiemminc. With certain reservations, Senator Saltonstall, I 
think it is. Let me put it this way: You have put your finger on a very 
important aspect of our total responsibility. As I see it, the Director 
of ODM is in the Executive Office of the President to serve, among 
other things, as the President’s staff man in this mobilization area, 
and, consequently, it is up to him to do the kind of things that a staff 
man should do to give the President the assistance that he needs. 


RESPONSIBILITIES OF ODM 


As we visualize it, you can summarize the functions of the ODM 
in this way, that it has responsibility for establishing the policies 
which the other departments and agencies are to follow in the de- 
fense mobilization field. One aspect of the development policy is the 
assignment of duties and responsibilities to other agencies. And then 
the third thing that it must do is to develop a reporting system which 
will put the Director of ODM and the President in a position where 
we know that the departments and pppeesesee are carrying on their 
activities in conformity with the agreed upon policy. 


Senator Sauronstatu. And that part of it is administrative? 

Mr. Fiemmine. That is right. Now, for example, in some instances 
we receive specific assignments from the National Security Council. 
As you know, the Director of ODM sits as a statutory member of the 
National Security Council, and as a result of policy decisions there, the 
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Director is at times given specific responsibilities to coordinate the 
earrying forward of programs involving other Cabinet departments 
and agencies of Government. 

In addition to that, you also have the responsibility of programing 
as far as stockpiling is concerned, which the Congress has transferred 
to ODM. 

And I may say that personally I regard that as one of the most im- 
portant responsibilities that could possibly be assigned to us. If you 
want to look at it from a monetary point of view, the present stockpile 
program, if the objectives were all carried out, would involve an 
expenditure ultimately of $7 billion, But it seems to me you cannot 
just look at it from a monetary point of view, but must look at it also 
from the point of view of the defense of the Nation. And that pro- 
graming responsibility, I think, is very important. 

If I could use one other illustration, then also we have responsibili- 
ties under our Assistant Director for Financial Policy, for the han- 
dling of the tax-amortization program. There again you g2t into 
operations, 

But the point you made, Senator, I think applies particularly to this 
area of nonmilitary defense where it is necessary for the Assistant 
Director in that area, General Parkman, to have a great many contacts 
and relationships with the other departments and agencies and also 
with the States and business. 


CONGRESSIONAL DETERMINATION 


Senator SALTONSTALL. So the planning end of it has got to be deter- 
mined by the Congress as to how fast, just like the defense which we 
are arguing up on the floor now, how fast you want to go ahead? That 
is what it amounts to, does it not? 

Mr. Fiemmine. That is right. 

Senator SALronsraLL. So that the number of new employees you 
want, between 301 and 345, depends on how fast Congress says these 
planning agencies you should go ahead with, and in the administra- 
tive agencies, have you got enough to do the job assigned? Is that 
the problem ¢ 

Mr. Ftemmina. Do we need the 60, for instance, to do an intelligent 
and effective programing job and keep control of what is going on in 
the materials area. 

Senator Dworsuak. For how long a period has there been no ac- 
tivity on your stockpiling program ? 

Mr. Fiemme. There is constant activity on that program. 

Senator DworsnHax. How long have you had it under your direct 
supervision. 

Mr. Fiemmine. Since June 12. 

Senator Dworsuak. You do not know much of it prior to that time? 

Mr. Ftemmine. Except that the Office of Defense Mobilization did 
come into it from the point of view of having responsibility for the 
$2,100,000,000 revolving fund. But it did not have the responsibility 
for setting the objectives and the program. ; 

Senator Dworsuax. Was it not virtually at a standstill for several 
months, the stockpiling of strategic materials? 
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Mr. Fiemmina. I don’t know but in the last few months while it 
was over at the Munitions Board, there may have been some slowing 
down on programing because of the pending reorganization. 

Senator Dworsnak. That is what I meant. 

Who is responsible for that now? Have you appointed an Assistant 
Director ? 

Mr. Fiemmine. I have not yet appointed my Assistant Director, 
but I am actively searching for the right person for this area. 


NEGLIGENCE OF STOCKPILING 


Senator Dworsnak. I do not mean to embarrass you, but I think 
you will agree with me that there has been woeful negligence of our 
stockpiling program under the mandate of Congress for several 
months past. I am not blaming you because you only had a little 
over a month. 

Mr. Fiemminc. We are setting up the machinery for looking at 
the objectives. 

Of course, your statement ties in with my own feeling and my own 
conviction, namely, that this is, shall I say, the toughest, the hottest, 
and possibly the most important assignment that we have in the shop. 

Senator Dworsuaxk. It means a challenge at this time, because it has 
been neglected, as many of us think, in the past. You determine to 
what extent it should be reactivated and carried on according to the 
mandate of Congress. 

Mr. Fiemmine. That is right; that is what we are going to do. 

If I may continue, Mr. Chairman: In connection with our re- 
sponsibility for developing programs for expanding materials re- 
sources, we have felt it was necessary to initiate a careful review of 
all pending and future programs involving the use of the $2,100,000,000 
borrowing authority contained in the Defense Production Act. These 
reviews are being made to determine whether or not the Government 
is doing all that should be done in order to strengthen our defense and 
also to determine whether or not we are utilizing Government funds 
in the most effective possible manner. 

These reviews must be carried on by an adequate staff. We feel 
that the President and the Congress have placed upon us very im- 
portant responsibilities in this area. We believe that our ability to 
discharge these responsibilities effectively has been impaired by the 
reduction in our overall appropriation made by the House of 
Representatives, 

Now, going down to the area of financial policy, the approximately 
64 persons, as contrasted with the 81 

Senator Corpon. What division is this? 

Mr. Fiemmina. This is in the area of the Assistant Director for 
Financial Policy. 

The approximately 64 persons as contrasted with the 81 that we 
utilized in 1953, that we would have assigned to the Assistant Director 
for Financial Policy as a result of the President’s request, would have 
to be reduced to approximately 49 as a result of the action taken by 
the House. 

Senator Corpon. Where was that responsibility heretofore? 

Mr. Fitemmine. In the first place, as I will explain in just a minute, 
it isa somewhat new concept, but most of the responsibility before was 
in the Defense Production Administration. 
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ADMINISTRATION OF REVOLVING FUND 


The fact that the ODM has responsibility for administering a $2,- 
100,000,000 revolving fund under the Defense Production Act and the 
fact that stockpile purchases, as presently programed, would ulti- 
mately involve the expenditure of approximately $7 billion, led us 
to the conclusion that it was essential to have in the organization an 
Assistant Director for Financial Policy who, among other things, 
could function as a comptroller for the Director. 

In this connection, we have been fortunate in securing the services 
of Mr. William Lambie, former senior vice president of the National 
City Bank of New York. 

Now, in addition to giving overall supervision to the manner in 
which financial policies are developed and executed in these important 
areas, the Assistant Director for Financial Policy also has responsi- 
bility for supervising the tax-amortization program. 

The reduction in personnel in this area which would become neces- 
sary as a result of the House action will put us in a position where 
backlogs will develop in the processing of applications for tax- 
amortization certificates. 

That there will be a steady flow of tax-amortization applications is 
shown by the fact that out of over 200 expansion goals, 21 are less 
than 50 percent subscribed, 36 are between 50 percent and 80 percent 
subscribed, and 69 are over 80 percent but not completely subscribed. 
In other words, applications can continue to be filed on 126 out of 
200 goals. 

Turning next to the area of production requirements and program, 
the approximately 45 persons, as compared with 122 that were used in 
1953, that we would have assigned to the Assistant Director for Pro- 
duction Requirements and Programs under the President’s request, 
will have to be reduced to approximately 35. 

Senator Corvon. From what? 

Mr. Fiemmine. 45 to 35. 

That is as a result of the action taken by the House of Repre- 
sentatives. 


DUTIES OF ASSISTANT DIRECTOR AND STAFF 


The Assistant Director for this area and his staff are called upon 
to handle, among others, the following duties and responsibilities: 

Screening of military and atomic energy requirements and the 
establishment of set-asides for copper, steel, and aluminum under 
the new defense materials system ; 

Determining whether the military and AEC requirements for scarce 
materials will have such an impact on the economy as to cause the 
dislocation and hardship which, under the provisions of the Defense 
Production Act, would call for a decision as to whether or not there 
should be an allocation of the materials; 

Reviewing with the Department of Defense our military require- 
ments for stepped-up or all-out mobilization to determine the relation- 
ship between these requirements and our industrial ability to support 
such requirements ; 

Identifying deficiencies in connection with our mobilization require- 
ments and establishing and reviewing production goals designed to 
overcome these deficiencies ; 
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Developing an overall production control system which could be 
put into effect in the event of a sharply stepped-up or all-out 
mobilization program. 

Unless this work is carried on effectively, expansion goals will be 
either too high or too low, criteria for tax-amortization certificates 
will not have the realistic relationships to our defense program they 
should have, and a stepped-up or all-out mobilization program will 
find us in a position where we will have to admit that our advanced 
preparations were too little and too late. 

Considering the tremendous sums of money that our Nation is in- 
vesting in these aspects of our defense mobilization program, we do 
not feel that the initial request in the President’s budget was an 
extravagant one when it called for just 45 persons, including pro- 
fessional and clerical personnel, to work in this particular area. 


NONMILITARY DEFENSE 


Next I turn to the area of nonmilitary defense, which is really the 
area Senator Saltonstall was beginning to discuss. 

The approximately 29 persons that would have been assigned to 
the Assistant Director for Nonmilitary Defense as a result of the 
President’s request, will have to be reduced to approximately 20 as a 
result of the action taken by the House of Representatives. 

In listing the responsibilities that have been assigned to us as a 
result of Presidential and congressional action, we concluded that 
this area called for vigorous and dynamic leadership from the level of 
the Executive Office of the President if the Government was to ap- 
proach these problems in an intelligent manner. 

We were fortunate in securing a person qualified to provide this 
type of leadership in the person of Gen. Henry Parkman, a leading 
lawyer from Boston and a person who served with great distinction 
during World War II. He served last on the staff of General Clay 
in Germany. 

RESPONSIBILITIES OF ASSISTANT DIRECTOR 


Among other responsibilities, the Assistant Director for Nonmili- 
tary Defense must work out policies under which the Government 
will develop in one spot information on the vulnerability of essential 
industrial facilities. There are approximately 250,000 industrial facil- 
ities in the United States, some of which are highly critical in terms 
of our ability to wage war, many of which are not. 

Unless these facilities are rated in some systematic manner, it will 
be impossible to develop an intelligent and economical plan for certain 
aspects of our continental defense program. 

Up to the present time, an interagency committee, composed of 
representatives of the Departments of Defense, Interior, Commerce, 
Civilian Defense, the AEC, and the ODM, has completed about 60 
percent of its task and has assigned critical ratings to about 2,000 
facilities. These ratings tell the Government what particular plants 
are producing a high percentage of a critical material or item essen- 
tial to the production of jet engines, tanks, or other material neces- 
sary to the defense of the country, and also tell where such critical 
facilities are located and the approximate time and cost for their 
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replacement in the event of loss by enemy action. Such information 
aids in determining where interceptor bases, antiaircraft batteries, 
and missile launching sites should be located; in determining the 
necessity for additional capacity; and in making it possible for in- 
ternal security agencies, such as the FBI, to utilize their facilities in 
the most economical manner, when it comes to protecting the most 
vital facilities from sabotage. 

My information is, Senator, that about 60 percent of the job has been 
completed. The actual day-by-day work—I want to make this clear— 
connected with the rating of these facilities, was delegated by the 
National Security Council to the Department of Commerce with the 
ODM providing overall policy direction, as provided by Executive 
order. 

Senator Corpvon. How old is LEB, this activity? 

Mr. Fiemmine. I am told that it is in its third year. This fiscal 
year is the third year. 

Senator Corpvon. Do you mean the current fiscal year is the third 
year ¢ 

Mr. Fiemmine. Yes; it is going into its third fiscal year of opera- 
tion, having commenced on January 21, 1951. 


COMPLETION OF INITIAL RATING WORK 


Let me say this on that point: It is estimated that the initial rating 
work can be completed by the end of fiscal 1954, with the funds 
that were provided for this in the Department of Commerce budget 
request now pending with this committee. 

Mr. Chairman, I appreciate that this has become a rather contro- 
versial area. I am new to this particular area and I tried to dig 
into it to find out what the basis might be for it. 

And after digging into it, and particularly with the help of Gen- 
eral Parkman, who is well known to Senator Saltonstall—he is a 
leading lawyer in Boston, and who has come down here at consider- 
able sacrifice to give me assistance in this area, I have concluded that 
everything that can be done to make this information available to the 
departments and agencies of Government as rapidly as possible should 
be done. It is an investment that we feel will pay dividends. We 
urge, therefore, that the Department of Commerce request be 
granted. 

Senator Corpon. Is this a fact, or not? 

Say you finished this survey in town X, or Podunk, you have a 
contract for making some sort of a jet engine or what have you. That 
contract may be a contract for 6 months or a year, in which time 
they got a contract somewhere else. So it is your purpose here to 
identify and keep current the location of the manufacturing plant, 
however large or however small, that is actually engaged in the 
work, not just potentially capable of it, is that correct? 

Mr. Fiemmine. Taking your illustration, particularly the jet en- 
gine—— 

Senator Corpon. It does not make any difference. 

Mr. Fiemmine. I am just taking that as an illustration. It would 
certainly be the purpose to identify the places where the primary pro- 
duction job is being done at the present time. And as you appreciate, 
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we are reaching the place in some areas, not in the area of jet engines, 
necessarily, but in other areas, where it is possible to withdraw from 
certain plants and to concentrate the work in other plants. But as we 
pull out of a particular plant the Department of Defense is doing 
everything it can to see to it that it is maintained in such condition 
that if we do become involved in stepped-up or all-out mobilization, 
that plant can be brought back into operation very quickly. In some 
instances, the machine tools will be stored in warehouses alongside of 
the plant. That is, the plant may be turned over to civilian produc- 
tion purposes for the time being. 

Senator Corpon. There may be another plant 200 miles away that 
is not engaged in any kind of production, whereas 70 percent of this 
plant has been destroyed and used in lieu of it. 

Mr. Fiemmrne. It is conceivable in some instances that that would 
be the case. 

And, of course, that is one of the reasons for having a broad mobili- 
zation base. I agree with you that I think the policy that has been 
followed and is being followed along that line is a very sound policy. 

May I simply say this: I appreciate that this is one of those areas 
that people can boondoggle. 

But General Parkman, who has just been with me now for a couple 
of months, has gone into that area very carefully 

Senator Corpon. He is not going to do that with 29 people. 

Mr. Fiemmtine. No. All ODM does in this particular instance, 
Senator, is to provide for the establishment of policy and provide 
general direction. The workload is handled by the Department of 
Commerce. 

If my information is correct, the Department of Commerce for this 
particular item requested something like $200,000. 





PERSONNEL REQUEST 


Senator Corpon. You are requesting 23 people, or is it 29? 

Mr. Fiemmina. Twenty-nine. 

I am not familiar with the exact amount asked by the Department 
of Commerce. Iam not in a position to pass judgement as to whether 
it is too large or too small. The only thing that we felt is that we 
should put before you our own feeling as to the importance of that 
particular activity. 

The Assistant Director for Nonmilitary Defense also has the re- 
sponsibility of taking the lead in developing policies on maintaining 
the continuity of industry in the event of an attack. This involves 
the development of programs for the locating in advance of all alter- 
native facilities for the production of essential items and alternative 
sources of supply, the very thing you were talking about. 


SECURITY OF INDUSTRIAL PLANTS 


It also involves promulgation of practical standards for the phy- 
sical security of industrial plants. The Assistant Director for Non- 
military Defense also has the responsibility of developing policies for 
putting into effect programs designed to continue the essential func- 
tions of the executive branch of the Government in the event of an 
enemy attack. That responsibility has been focused by the President 
in this area. 
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These are all areas that call for direction from the level of the 
Executive Office of the President. We feel that the request contained 
in the President’s budget for just 29 persons to assist General Park- 
man in providing this leadership is a modest one. 

Then turning to stabilization—and I am not going to take all of 
our areas, I am simply taking the main ones here, and this is the 
last one—the approximately 28 persons that would be assigned to 
the Assistant Director for Stabilization under the request submitted 
by the President would have to be reduced to approximately 10 as 
a result of the action taken by the House of Representatives. 

Senator Corpon. You do not figure stabilization is important as 
some of the others? 

Mr. Fiemmrne. I think I can explain that to you in just a minute. 

The stockpiling is something that is right with us right now, on 
a constant day-by-day basis. But let me give you our reasoning that 
lies back of the stabilization. program. 


CRITICISM OF PROGRAM 


As you know, President Eisenhower’s administration and I had 


the opportunity of presenting this point of view to the Congress 
who opposed the enactment of a detailed standby control law in 
the wage and price and credit fields. Our position in that matter 
was criticized pretty vigorously by persons for whom I am sure 
many of us have a genuine respect, on the ground that it reflected a 
failure on our part to appreciate the urgency of the international 
situation. 

Our reply to these criticisms was that we recognized the urgency 
of the present situation, that we believed that it was essential to have 
available a realistic program for action in the stabilization field, and 
that we intended to do something about putting our belief into 
practice. 

Our position was, however, that we just didn’t feel that it was hu- 
manly possible to pass a detailed law today that will be applicable 6 
months or a year or 2 or 3 or 5 years from now. We said, however, in 
testimony before both the Senate Banking and Currency Committee 
and the House Banking and Currency Committee that our staff would 
work with the staffs of the appropriate House and Senate committees 
in the development of practical, realistic programs, which could be 
submitted to the Congress if the occasion should arise. 

We had planned to concentrate on this program during the present 
fiscal year, with the understanding that after this fiscal year we could 
handle this part of our responsibility with a very small staff which 
would keep up to date the work performed this year. The action taken 
by the House will make it impossible for us to live up to those com- 
mitments that we made to those two committees. 

May I say, Senator, that I think I reflect the feeling of the adminis- 
tration when I say that we have a real sense of urgency along the line 
of believing that we should, in cooperation with the appropriate 
Senate and House committees, develop those plans, so that in the event 
something does happen to bring out a sharply stepped-up or all-out 
mobilization, we won’t be caught flat. We think in the long run that 
will save everybody time, energy, and money. 
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Might I also say that in the development of this staff we definitely 
had in mind including on the staff people who have had considerable 
experience living under these price and wage controls. 


LANGUAGE CHANGER 


There is one matter involving language to which I would like to call 
your attention. The House of Representatives omitted from our ap- 
propriation language the authority which the ODM has had over the 
period of the last few years to employ full-time contract employees in 
excess of 1 year. We feel this would be a rather severe handicap in 
terms of bringing to the work of the Office of Defense Mobilization per- 
sons with outstanding experience in the field of business and industry. 
We would like, therefore, to recommend that the following language 
be reinserted in our appropriation: 

Provided, That contracts under this appropriation for temporary or inter- 

mittent services as authorized by section 15 of the act of August 2, 1946 (5 U.S. C. 
55a), may be renewed annually. 
May I say this, the ODM is not going to become another operating 
agency of Government. We believe as I have indicated, that we should 
concentrate on the development in behalf of the President of policy, 
the working out of clear assignments of responsibilities for the carry- 
ing out of these policies, and the development of controls designed to 
let the director of ODM and the President know whether or not assign- 
ments are being carried out in accordance with approved policies. 

Operations in connection with the defense mobilization program 
should always be delegated to existing departments and agencies. 
May I say that we agree wholeheartedly. with section 1210 which is in 
the appropriation bill that is now pending before you which makes 
that possible. 

If this concept is to work out in an economical and an efficient man- 
ner, the President must be in a position where he has a comparatively 
small staff capable of exercising the quality of leadership that will 
result in effective coordination and direction of the activities of the 
departments and agencies that are responsible for various aspects of 
the defense mobilization program. 

That is the responsibility of the Office of Defense Mobilization. As 
a result of Presidential action and Reorganization Plan No. 3, we are 
the only agency charged with that responsibility. As you appreciate, 
that is an improvement over the past because in the past there has 
been a considerable amount of criticism, and I think rightly so, over 
the fact that a number of agencies were attempting to divide up these 

responsibilities. 


CONCENTRATION OF FUNCTIONS 


I believe that the concentration of these functions in one civilian 
agency has enabled us already to effect real economies. The proposed 
budget of $3,250,000 is, frankly, in my judgment, a conservative and 
tight one. 

I may say that I have honestly and conscienciously tried to prepare 
it along those lines. 
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RECRUITMENT OF ASSISTANT DIRECTORS 


The recruitment for the post of assistant directors of men with out- 
standing experience in the field of business and industry will insure 
a practical, realistic, and economical handling of the duties assigned 
to us. I have referred to two of them already. In addition to those 
two, we have already secured the services of Mr. Thomas Reid, one 
of the top officials of Ford Motor Co., as an Assistant Director for 
Manpower; Mr. Harold Vance, president of Studebaker; and Mr. 
James Brownlee of J. H. Whitney & Co., to serve as special consult- 
ants. 

I have every expectation that the President will nominate as Deputy 
Director one of the outstanding business leaders of the Middle West, 
and we are in the process of contacting and have high — of ob- 
taining executives of similar standing to provide us leadership in the 
materials and stockpiling area and in the area of production, require- 
ments, and programs. 

May I say that it is our feeling that the cut made by the House of 
Representatives will make it difficult for these men to operate in the 
way in which we would like to have them operate. 

Now that we have the kind of organizational setup the congressional 
leaders and others have been advocating, we want to be sure that it 
functions effectively. That is why we are asking the committee to 
approve the amount contained in the President’s original request 
of $3,250,000. 


Economic STaBILizATION AGENCY 
JUSTIFICATION 


Senator Corpon. What is your next item ? 

Mr. Fiemmine. Now the ESA. 

Senator Corpon. Before you proceed with that, we want to have 
the justification material in the record for this agency. The justifica- 
tion will be inserted into the record at this point. 

(The justification referred to follows:) 


EcoNOMIC STABILIZATION AGENCY—ESTIMATE, Fiscat YEAR 1954 
INTRODUCTION 


This estimate is necessary for the administration of rent controls in noncriti- 
cal areas to July 31, 1953, and in critical defense housing areas to April 30, 1954. 
The estimate also provides for the liquidation of these activities. In addition, a 
specifically limited amount is included for liquidation of the Economic Stabili- 
zation Agency. This will cover the disposition of outstanding enforcement cases 
involving violations of price, wage, and salary regulations; and for handling 
residual fiscal matters. It is contemplated that this work will be largely com- 
pleted by October 31, 1953. 

The funds requested for continuation of the rent-control program will be 
required to administer provisions of the Housing and Rent Act of 1953 (Public 
Law 23) approved April 30, 1953. This program, involving rent control in 
defense rental areas through July 31, 1953, and thereafter through April 30, 1954, 
in areas certified for military reasons to be critical defense housing areas, will 
be carried on for the month of July by the Office of Rent Stabilization as a con- 
stituent agency of the Economie Stabilization Agency, at which time it will be 
abolished and continuing functions transferred elsewhere in the executive branch. 

For the fiscal year 1953 Congress appropriated $60 million to the Economic 
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Stabilization Agency for its salaries and expenses, including the expenses of 
liquidation of its constituent agencies prior to June 30, 1953. The liquidation 
process has been proceeding rapidly; there will remain incomplete only en- 
forcement and legal actions the rate of disposition of which falls upon the 
courts to determine, and residual fiscal matters. This has been accomplished 
with a conservative expenditure of funds and staff time. It is noted that the 
agency has succeeded in managing its affairs well within the appropriation 
amount; there will be a savings of over $1,600,000 at the close of the fiscal year, 
a sum which approximates the amount estimated to be required for fiscal year 
1954. 
HIGHLIGHTS 


The estimate amounting to $1,600,000 represents the amount estimated to 
be required to administer the rent-stabilization program as authorized and di- 
rected by the Housing and Rent Act of 1953 (Public Law 23, 83d Cong.) approved 
April 30, 1953, during the fiscal year 1943. For budget purposes the major pro- 
visions of the law are as follows: 

1. The continuation of the existing program in all areas where maximum 
rents were in effect on April 30, 1953, until the close of July 31, 1953, a period of 
1 month during the fiscal year 1954. 

2. The administration of a limited rent-stabilization program (excluding ac- 
commodations the construction of which was completed on or after February 1, 
1947, on which are additional accommodations created by conversion on or after 
February 1, 1947) in any area which has been or is certified as a critical defense 
housing area under new criteria established for such areas, requiring a review 
of critical areas certified prior to April 30, 1953, and the decontrol of such areas 
as do not meet the new requirements for certification. Controls under this pro- 
vision are to expire on April 30, 1954. The estimate contemplates complete 
liquidation of the organization continuing after July 31, 1953, by not later than 
May 15, 1954. 

3. The liquidation of the Office of Rent Stabilization not later than July 31, 
1953, as of which date the unexpended balances of funds, together with records, 
property, and necessary personnel shall be transferred to such officer or agency 
as the President may designate. 

Until the review of all of the critical areas (par. 2 above) has been completed 
and the determination made as to which will continue under control it is impos- 
sible to establish the exact staffing of the area rent offices. For the purpose of 
the estimate it has been assumed that out of the approximately 96 military criti- 
cal areas certified under the old criteria there will remain under control after 
July 31 about 45 areas serviced by small offices with a total staff of about 135 
employees. 

As of June 1, 1953, there were under control approximately 5,200,000 rental 
units of which about 1 million were in critical defense housing areas, and it is 
assumed that approximately this number will continue under control until July 
31, 1953. However, it is recognized that with decontrols pending the workload 
will materially decrease and this is reflected by the substantial reduction in 
force already accomplished or planned for the immediate future. The 2.900 
employees on the roll on July 1, 1952, will have been reduced to about 900 on 
July 1, 1953, with a further substantial reduction planned for July 15, 1953. 
All area rent offices serving areas which will not continue under control will 
be closed not later than July 31, 1953. 

The regional offices and the litigation offices will be abolished on July 31, 1953, 
and the field records and property offices on August 31, 1953. All supervisory 
and servicing activities for the offices in areas continuing under control will 
be conducted from Washington. Provision is made for a few attorneys and 
clericals to remain on duty in the field throngh December 31, 1953, to handle 
the workload in connection with approximately 3,100 cases pending in the courts 
and about 6,200 pending unpaid judgments and settlements involving about 
$3,646,000. 

OFFICE OF RENT STABILIZATION 


PROGRAM AND PERFORMANCE 


Rent ceilings are established and enforced. The program for the fiscal year 
1954 will involve the administration of rent stabilization in approximately 250 
defense rental areas with about 5.200.000 rental units for the month of July, 
and thereafter through April 30, 1954, only in those critical defense housing 
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areas meeting the requirements for certification established by the Housing and 
Rent Act of 1953. Major workload items are as follows: 


1952 actual | 1953 estimate | 1954 estimate 


First rent actions. ee Wray an A abel 78, 581 70, 000 | 15, 000 
Tenant complaints__--.- cond idee : 5c, ae 258, 753 180, 000 | 45, 000 
Compliance actions. --.-.- tide htiniditbitee stan «tepid ‘ 150, 503 120, 000 | 30, 000 
Landlord petitions................-. a cieeeic ceed 2, 083, 471 | 1, 250, 000 | 60, 000 
DR IROIL, ... anenteshemhans aoe Mall 8 95, 576 65, 000 15, 000 
Other actions -_.... ve'os és We dsknd 184, 489 110, 000 | 20, 000 
Settlements for repayment to tenants. ..-. emul $4, 125, 135 $2, 800, 000 | $600, 000 
Payments to U. 8. Treasury-.......-..--.-. spl naa ieee, $667, 028 | $535, 000 $100, 000 
i 


GENERAL JUSTIFICATION 


The Housing and Rent Act of 1953 provides for the continuation of the rent- 
stabilization program until July 31, 1953, in all areas where maximum rents 
were in effect on April 30, 1953. It further provides for the administration of 
a rent-stabilization program until April 30, 1954 (excluding accommodations 
the construction of which was completed on or after February 1, 1947, or which 
are additional accommodations created by conversation on or after February 
1, 1947), in any area which has been or is certified as a critical defense housing 
area under new criteria established for such areas, requiring a review of critical 
areas certified prior to April 30, 1953, and the decontrol of such areas as do 
not meet the new requirements for certification. 

That part of the estimate covering the month of July is based on the concept 
that under the provisions of the law there exists— 

1. An obligation to administer maximum effective control in limited areas 
which are located in those States where, in all probability, State or local 
authority will be enacted to provide controls after the expiration of Federal 
control. These areas are located, for the most part, in the eastern sections of 
the country, specifically described as those limited-control areas located in regions 
I and II as designated by the Office or Rent Stabilization ; and 

2. An obligation to administer the rent program in such a manner that orderly 
termination can be effected in limited-control areas where it is not probable 
that State or local authoritiess will legislate enabling authority for the assump- 
tion of control upon termination of the Federal controls, cities such as Chicago, 
Cleveland, and San Francisco. 

For the period ending April 30, 1954, there is an obligation to administer a 
limited rent-stabilization program in those areas meeting the new requirements 
for certification as critical defense housing areas as defined by the act. The 
estimate is based on the assumption that there will remain under control about 
45 of such areas requiring small area rent offices with all supervisory and 
servicing activities to be conducted by a small staff in Washington. , 


PROGRAM DIVISION 


It is the responsibility of the Program Division to develop and maintain 
standards and methods of operation at the area office level. The workload 
and production in each of the area rent offices are continually reviewed and 
appropriate adjustments made in staffing patterns. With the reduced operation 
effective after the rent stabilization program is discontinued, except in the 
military critical areas, it is planned to transfer all compliance activities pres- 
ently performed by the legal division to the program division. At the same 
time the division will be required to assume to a considerable degree the present 
functions of the regional offices which will be abolished. 

It is and will continue to be the responsibility of the program division to 
coordinate, review, and evaluate the entire field operation from the national 
office level, with a small staff of field liaison officers who will spend consider- 
able time visiting and inspecting the respective area offices to assure that the 
policies and objectives of the program are effectively administered. 

The division will also be required to maintain steppedup activity in the 
conducting of housing surveys for the purpose of determining the possibility 
of decontrol actions in accordance with the declaration of policy as contained 
in the Housing and Rent Act of 1947, as amended. 
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ADVISORY BOARD DIVISION 


The public relations division was recently abolished and its functions incor- 
porated in the advisory board division with an immediate savings in the elimina- 
tion of actually filled positions of approximately $45,000 per annum. 

The current functions of the advisory board division are as follows: 

Plans and executes the advisory board program, and informational and pub- 
lic relations programs for the Office of Rent Stabilization. Reviews minutes 
of all board meetings, proposes changes in policies, procedures, and training 
methods to implement advisory board programs; maintains effective liaison 
with governors of the respective States, and national leaders of business, civic 
labor and other groups to assure high caliber and representative appointments 
to rent advisory boards, and to obtain optimum effectiveness of local partici- 
pation in both policy formation and administration of rent stabilization. The 
division devises, prepares, and arranges for distribution of written materials 
to inform landlords, tenants, and all others concerned about the provisions of 
the rent law and their individual rights and obligations under it, using as pri- 
mary media newspapers and radio broadcasts. 

,At the present time there are approximately 2,500 members of active local 
rent advisory boards who serve without compensation and play a primary part 
in the administration of the rent stabilization program at the local level. 


LEGAL DIVISION ACTIVITIES 


1. Appeals and field review: This activity involves the review and determina- 
tion of protests to the Director of Rent Stabilization, of rent regulations issued 
by the Director, and orders issued by the area rent directors (over 1,000 appeals 
and protests were filed during the past year) ; passing upon the legal aspects of 
formal recommendations of local rent advisory boards acted upon by the Director, 
as well as rent regulations, orders, and eviction certificates issued under the 
provisions of the Housing and Rent Act of 1947, as amended. 

These activities also involve the direction and supervision of field legal opera- 
tions (except litigation) ; the providing of legal advice to the Director with 
reference to rent advisory board programs and the formulation of legal pro- 
cedures for the establishment and operation of an eviction program; the prepa- 
ration and issuance of interpretations of statutes, regulations, and orders per- 
taining to specific rent adjustment and eviction cases; and the issuance of 
interpretations of Federal statutes, State laws, and local ordinances dealing with 
actions of control and decontrol by local governing bodies and State legislatures. 

The estimate contemplates that with the discontinuation of the rent stabiliza- 
tion program in all areas except those certified as critical for military reasons 
on August 1, 1953, all of the activities in connection with appeals, field review, 
legislation, and regulations will be conducted by the General Counsel and two 
nonlitigation attorneys in the national office. 

2. Litigation: The Litigation Branch of the Legal Division is charged with 
the prosecution, institution, maintenance, defense, and conduct of all judicial 
proceedifigs (except proceedings before the Emergency Court of Appeals) relating 
to the Housing and Rent Act of 1947, as amended, the rent regulations issued 
thereunder, and the Veterans’ Preference Regulation ; the development of policies, 
programs, and procedural instructions for the department and field litigation 
staffs ; the technical direction and guidance of field office litigation staffs and the 
development of policies, programs, and procedural instructions for their activi- 
ties ; the referral of cases for criminal prosecution to the Department of Justice; 
the conduct of all rent cases appealed to the United States circuit courts of 
appeals, and in cooperation with the Solicitor General, cases appealed to the 
United States Supreme Court; the defense of the Director and all Office of Rent 
Stabilization personnel in actions brought against them for the acts done in their 
official capacities. 

During the month of July, litigation activities will continue to be conducted 
by the National Office Litigation Branch and by the eight field litigation offices 
located in Boston, Philadelphia, Cleveland, Atlanta, St. Louis, Chicago, San Fran- 
cisco, and San Diego. The field offices review referrals received from area rent 
offices for violation of the Housing and Rent Act of 1947, as amended, and 
the regulations issued pursuant thereto, and institute, maintain, and conduct 
civil actions in the several district courts in the name of the United States, 
against persons charged with violation of the act. 

Effective August 1, 1953, the field litigation offices will be abolished and all liti- 
gation personnel will be under the direct administrative and technical supervi- 
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sion of the General Counsel. The attorneys and clericals assigned to the active 
handling of referrals to litigation from the critical areas will be located in the 
national office, with the possible exception that a limited number may be sta- 
tioned in strategic locations to serve a group of the larger critical areas. 

There is attached a statement showing the workload in the field litigation 
offices for the calendar year 1952, from which it will be noted that,as of March 
25, 1953, there were 3,098 cases pending in the courts, and 6,242 pending unpaid 
judgments and settlements. It is anticipated that the workload for the month 
of July will be substantially in accord with the rate reflected by this statement. 

In view of the large number of cases pending in the courts and the large 
number of unpaid judgments and settlements, litigation activities cannot be 
discontinued as of any fixed date when the rent stabilization program may cease 
to exist in any particular locality. The estimate provides for 8 attorneys and 7 
clericals to be duty-stationed in Boston, Philadelphia, Cleveland, and Chicago— 
the cities where the greatest number of cases will be pending. These employees 
will be engaged in securing a final disposition of all of the pending court cases 
and the collection of unpaid judgments. Based on experience this can be accom- 
plished only by (1) assigning manpower exclusively to this work, and (2) secur- 
ing special court days solely for the trial of rent cases. With a group of experi- 
enced employees devoting their time to this work, it is expected that we will 
be able to continue to secure special court days, a procedure which has proven 
to be successful in expediting the settlement of court cases in a manner most 
economical and efficient. 

Generally, it will be our objective to (1) properly and expeditiously handle 
all necessary litigation work referred by areas under control, and (2) to ex- 
peditiously reduce the number of cases pending in the courts and to reduce 
the number of unpaid judgments. 


LITIGATION ACTIVITIES AND WORKLOAD 


1. The case workload and activities of the eight litigation offices for the cal- 
endar year 1952 was as follows: 


peererrnin Tete se eee a Le aa eu ee 4, 165 
Referrals rejected _._.- Sbeeneral clita scar tae StS al aces alike 389 
SEN I nn tad et BAS it et hs rg Al ong ta iad adie a cease 8, 639 
TO CRON, CRIDER OI oP a a ch nbn st eet biapus tends 2, 961 
Ee CI gi ce cect ctndan cena cs mip lath wes Ses dec mein niet Bindi 4, 669 
Monetary judgments ___---_---~-- sah ems ee. ms 2,518 
Total dollar amount of judgments to U. Ss s.T reasury and tenants__ $1, 470, 912. 16 
Average amount of judgment. _____~- ht aie ieee OTE Sol $584. 16 
Average number of attorneys employed per month TETRA ATE ae 41 
Number of cases pending Mar. 25, 1953_...__...-...-_--..._- ‘ 3, 098 


2. The workload on the postjudgment procedures (collection of unpaid judg- 
ments) of the eight litigation offices for the calendar year 1952 was as follows: 


Judgements or settlonients entered. uw. eee lee 2, 695 
Contempt and discovering proceedings filed___ Ads hine de 728 
weasment and settioments closed. ..25. 5.5... clon. 2, 871 
Cay ae Oe eek he a ne Lk SSE: elites tales as 2, 622 
(>) Determined uncollectibles. i... 0 ole es 243 
Total amount collected____ RE ee eee eA jcianwis $8 164, 768: 40 
(a) Amount to U. S. Treasury ansilabeaiaed a el ace lt ml $241, 975. 88 
ee Oe ER as ea a ee Se Te ar $892, as 61 
Pending unpaid judgments and settlements as of Mar. 25, 1953___ 242 
Estimated dollar amount of judgments______--___--____~_ “ee: CY 908 7 72 


ADMINISTRATION DIVISION 


The Administration Division is comprised of three major branches; Personnel, 
Budget and Finance, and Administrative Services. 

It is a fact that during any period of liquidation or partial liquidation the 
workload in connection with all of the above activities increases for a consid- 
erable period of time. The Personnel Branch is responsible for the reduction- 
in-force procedures, involving the reassignment of personnel under the retention 
preference regulations, the processing of incidental journal actions, and the 
preparation of the personnel files and records for final disposition. 

The Budget and Finance Branch processes the payrolls, maintains the retire- 
ment accounts and leave records, audits and schedules vouchers and claims 








462 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


for payments, maintains the accounting records, etc., all activities which neces- 
sarily must continue for some time after the operation phase of any part of the 
program ceases. 

The Administrative Services Branch is concerned with the closing of offices, 
the cancellation of service contracts, the disposition of supplies and equipment, 
and the preparation and disposition of the files and records accumulated over a 
period of years. 


JUSTIFICATION——OBJECTS OTHER THAN PERSONNEL SERVICES 


Travel, $33,500. Of the amount requested $12,500 is for the month of July, 
representing a reduction of $7,500 from normal requirements. The Office of 
Rent Stabilization does not operate Government-owned automobiles in the field 
service, and all necessary travel for the purpose of inspecting rental units 
and servicing rent stations not staffed with regular personnel is by privately 
owned vehicle on a mileage basis. The $21,000 for the 9 months from August 1 
through April 30, is based on estimates as follows: 


45 area and branch rent offices at $25 per month__-___ abet em ot LR a $10, 125 
40 rent advisory board members (total about 225) who will travel short 
distances to attend regular meetings at $25 each for the 9 months____ 1, 000 


Travel of supervisory personnel from Washington, estimated to represent 
the equivalent of 2 employees in a full time travel status at about 
a I ia ee ee meneeal 9, 875 


a cate ae seen eae 21, 000 


No funds have been included in the estimate for travel expenses in connection 
with meetings or conferences of any kind. 

Transportation of things—$3,800. This item represents an estimate of costs 
which will be incurred in connection with the closing of offices. It contemplates 
that most of the office equipment will be disposed of locally and that the General 
Services Administration will assume custody of the records. It must also cover 
the cost of shipping some items of supplies to the 45 area rent offices. 

Communication services—$22,500. Of the amount requested $16,500 is for the 
months of July and August, the August item including the carryover resulting 
from the method used by the telephone companies in billing for services. The 
amount represents $9,900 for fixed contract charges; $2,475 for toll service; 
$907.50 for Western Union messages; $1,567.50 for teletype service, and $1,650 
for air mail and special delivery postage. The balance of $6,000 covering the 
8 months September through April represents $15 per month for each of 45 area 
offices, broken down as $9.50 for fixed contract charges and $5.50 for toll charges, 
teletype service, and postage, plus a total of $600 for the Washington office for 
the 8 months. 

Rents and utility service. No funds requested. To be covered by estimates 
submitted by the General Services Administration. 

Printing and reproduction—$1,500. The amount requested represents an esti- 
mate of the amount required for the replacement of forms used in the administra- 
tion of the program. 

Other contractual services—$8,500. Under this classification is charged all 
items of expense not coming under any of the other object classifications, and 
includes the following: 





a Te I ie oes tcevnnan bane nmap ated ee $4, 650 
ITI: I i eee 600 
ne I I i a coherent ss inecidnencngennt ouastninSataitinns 1, 800 
Repair of office machines___.______________ ah ieee el 500 
I TI ici ii centri eaten itis niin bckctntetntialiinicictaliinaltinn 950 

J a il i laa i Pe ae ee 8, 500 


Services by other agencies—$1,000. This amount is an estimate of the cost of 
services and repairs to be furnished by the General Services Administration. If 
it should be necessary to have surveys made by the Bureau of the Census or the 
Department of Labor, the amount available for personal services will have to be 
reduced accordingly. 

Supplies and materials—$900. This amount is based on the assumption that 
there will be sufficient supplies on hand as surpluses from closed offices to take 
care of requirements for the fiscal year. However, there are always some small 
items needed which it is more economical to obtain by local purchase than by 
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submitting a requisition on the Washington office. The $900 requested represents 
$20 for each of the 45 offices for the full period of operations in the fiscal year 1954. 
Equipment. No funds requested. 
Taxes and assessments—$1,925. This amount represents the employer’s share 
of the tax imposed on wages paid employees subject to the Social Security Act. 


EXPLANATION ON PERSONAL SERVICES 


Tables on the following two pages show the progressive reductions in personnel 
during the fiscal year and the computation of salaries and terminal-leave pay- 
ments involved in the administration of the program and the liquidation of the 
Office of Rent Stabilization. The amounts can be broken down as follows: 


Total amount of estimate Sinan ans tei ee me . $1, 600, 000 
Reserved for terminal-leave pay’nents...__.---.-..-_-_-_. $647, 075 
RV TF occa chins inh ich Rig cite nn wcities ene cdot etiam ences 877, 300 
Objects other than personal services_______.__--_.-.--_--~ 73, 625 


—_—§ 1,600,000 


Of the $877,300 included for active-duty pay, $362,550 will be required to pay 
for services during the month of July, and this will leave only $514,750 for all 
active-duty pay during the period from August 1, 1953, through April 30, 1954, 
plus $1,700 for the services of eight employees during the first half of May who 
are required to process payrolls, audit and pay outstanding accounts, bills for 
which will not be received until after April 30, and for other cleanup activities. 

The actual annual-leave liability as of July 31, based on a computation of each 
individual leave record, is $665,700. The additional potential liability because 
of the accrual of additional leave is $109,368. The indicated liability for the 
fiscal year if no leave were taken is $775,068, from which has been deducted 
$125,993, representing an estimate! savings of about 16.2 percent by transfers 
to other agencies and by the taking of leave. During the period from December 
21, 1952, through April 30, 1953, the annual-leave liability was reduced approxi- 
mately $600,000 by a program for the mandatory taking of annual leave, each 
employee being required to take an average of about 18 days’ annual leave. 
Another program of this nature would seem to be highly undesirable. 

The amount required for the month of July is more or less “fixed,” as is the 
terminal-leave liability. Reductions in the amount requested will have to come 
out of the $514,750 included for active-duty services during the period from 
August 1, 1953, through April 30, 1954, involving the effective administration of 
the program in the critical areas remaining under control. 


Computation of cost of personal services 

















| } Terminal leave 
| pes 7 | aT Als 
Period | Paid Em- |Perannum| cost for | Total 
| days ployee | period. | Em- 
ployees Amount 
| | 
wi " . —, ——_--—_|- ———1- ; 
July 1-15 ; ba denene il 906 | $4,472,905 | $189, 250 | 168 | $112, 200 | $301, 450 
July 16-31. ...--- . neh wntel 12 | 738 | 3,751, 497 | 173, 150 | 512 367, 375 | 540, 525 
Month of July } 818 | | 362, 400 |. | 479, 575 | 841, 975 
August soda — ° 21 | 226 | 1,121,992 90, 600 | 31 23, 250 113, 850 
September. ; 22 | 195 | 993, 670 | 84, 100 | 29 21, 750 105, 850 
October 22 | 166 | 822, 060 | 69, 600 14 10, 500 80, 100 
November ‘ sacs} 21 | 152 | 749, 488 60, 550 32 24, 000 84, 550 
December ____-- 5. cui wit 23 | 120 | 594, 370 52, 600 19 14, 250 66, 850 
January a ee att 21 101 492, 915 39, 800 | .__. od 39, 800 
February . } 20 | 101 492, 915 37, 900 10 7, 500 45, 400 
March 23 | 91 | 449, 415 | 39, 750 |... of 
AgmO irks eas. 2- 22; 91) 449,415} 38,000} 83] 62,250 
May 1-15-_... » . es 10 | 8 41, 120 1, 700 | S 6, 000 | 
May 16-31___- 0 0 o7.) = 
June 0 | 0} whee 0 
a ramaengintgitadiantiliccgemn ———— -—— Sli enteenttpeees 
Total. ..... . shalcieebaiiceliiae 877,000 | 906] 649,075] 1,526,075 
Estimated for overtime pay - --- I- | 300 
j | | SE 
Total cost of personal services _|_.... a oe Sela Raita late Metis 1, 526, 375 
Average active-duty employ- | | | | 
ment 7. onl 172 |.- Duhdigseatdavepiwubiss deeobebh feees 
Terminal-leave equivalent- -.__|.....---| 127 |_- - Pineal nd i tah ei aa eesee 
a | { | 
Average employment | | 
equivalent... .........- Feosasees I esse cael j PSSST tcl teks. 











35192—53 
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Actual annual leave liability based on a computation of the individual leave 
records, plus the potential additional accrual amounts to $775,068, from which 
has been deducted $125,993 or about 16.2 percent representing an estimate of 
savings resulting from transfers to other agencies and the taking of annual leave, 
leaving a net liability of $649,075 as indicated above. 


Computation of average salary and grade 















Fiscal year 1952 Fiscal year 1953 Fiscal year 1954 
Grade | | | i et 
Annual | Grade : Annual | Grade : Annual | Grade 
No. salary | Nos. No. salary Nos. No. salary | Nos, 
GS-17 l $13, 000 17 1 $13, 000 7 1 $13, 000) 17 
GS-16 3 36, 400) 48 2 24, 200 32 ‘itihn dion bast ees 
GS-15 20 223, 750 300 24 , 450 360) 16 179, 300 240 
GS-14 46 448, 000 644 47 59, 000 658) 31 305, 400 434 
GS-13 107 918, 050 1, 391 102 880, 250 1, 326) 44 SRL, 890) 572 
QSs-12 142) 1,047, 40 1, 704 24 909, 720 1, 488 48 354, 680 576 
GSs-11 293) 1, 811, 895 3, 223 240) 1, 510, 700 2, 651 87] 553, 815 957 
G8s-10 100 581, 045 1, 000 100 583,295) 1, 000) 3 199, 530 340 
Gs-9 507) 2, 726.863| 4, 563 454| 2,441,572 4, 086] 95] 531, 970] 855 
GS-7 209 936, 363 1, 463 195 868, 202 1, 365) 43) 194, ! 
GS-6 24 99, 080 144 24 98, 654 144] 23] «97, 
GS-5 435) 1, 583, 676 2, 175 436) 1, 587, 300 2, 180 151} 576, 
GS-4 469, 1, 562, 424 1, 876 431) 1, 438, 977 1, 724) 158} 536, 925 
GS-3 557| 1, 724, 898 1, 671 511) 1, 579, 073 1, 533 135} 427, 
3-2 213 618, 462 426 209) 616, 004 418 35) 109, 3% 
Total . 3, 126) 14, 331, 446; 20, 645 2, 900|13, 277, 307 18, 982 901) 4, 461, 
A verage salary 4, 585 te } 4, 578 . | 4, 9 
A verage grade Pe 6 Guus esc | 6. 6) .....-..}....... 








STATEMENT OF JUSTIFICATION 


ESA liquidation activities 

Section 717 of the Defense Production Act, as amended, provides that titles 
IV and V shall terminate April 30, 1953, and that “any agency created under this 
act may be continued in existence for purposes of liquidation for not to exceed 
6 months after the termination of the provision authorizing the creation of such 
agency.” 

Further, the law provides that the prosecution of price, wage, and salary 
violators should extend beyond the date of termination of stabilization activities ; 
section 706 (b) of the act provides that termination of such authority does not 
operate to defeat any actions based on violations committed prior to such 
termination. 

Within such statutory authority there remains the last residue of certain legal 
and enforcement activities which are yet incomplete as the Agency’s appropri- 
ation authority expires on June 30, 1953. There is, in addition, a number of 
fiscal operations which by law must be completed for which funds are being 
requested. 

Supervision.—In order to supervise, coordinate, and see that various liquida- 
tion deadlines are met by the various economic stabilization activities, there will 
be required an attorney, an administrative officer and a secretary through 
October 31, 19538. 

Wage and salary enforcement.—The program of the Wage and Salary Stabiliza- 
tion Boards during the latter half of fiscal year 1953 called for the completion 
of all enforcement cases processing, excent for cases which would be pending 
appellate consideration by the National Enforcement Commission on June 30, 
19538. Even under the most streamlined procedures, which reduce to a minimum 
the permissible time for answering complaints, filing appeals, ete., the operation 
of equitable administrative considerations would prevent completion of the 
appeals process in fiscal year 1953. In addition, court proceedings involving 
injunctions against conduct of administrative hearings have been instituted in 
10 enforcement cases, as of May 11, 1953. More such court cases must be antici- 
pated. Provision must be made for the processing of the cases involved when 
court litigation is concluded. 

Consequently, the proposed fiscal year 1954 program is almost solely for the 
purpose of processing to completion appellate rights of parties whose cases were 
litigated initially in fiscal vear 1953. The following assumptions to carry out 
this program are based on the best information available at this time: 














a 
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(a) As of May 11, 1953, there were approximately 625 complaints issued and 
scheduled or to be scheduled for hearings before the enforcement commissioners. 
Out of the hearings which are likely to be held during the balance of fiscal year 
1953, and on which individual enforcement commissioners will complete their 
findings no later than June 30, 1953 (with some unavoidable exceptions), approx- 
imately 185 will involve appeals which will have to be decided in fiscal year 1954. 
This number will be much larger if most violators believe that inadequate pro- 
vision for handling appeals will exist in fiscal year 1954, so that procrastination 
would be to their benefit. 

(b) The processing of these appeals, including preparatory staff work, con- 
sideration by the Commission itself, and conduct of oral hearings in those in- 
stances where required, will be completed by October 31, 1953, except for cases 
delayed because of litigation. 

The number and rate of pay of staff required to carry out the processing of 
appeals will be equivalent to the present staff of the National Enforcement 
Commission for a period of 4 months. The salary costs of individual commis- 
sioners will equal recent experience. On this basis, it is estimated that for 314 
months (July 1—-October 15, 1953) there will be a total of 14 commissioner man- 
days per week. During the last half of October, this number would be reduced 
to an average of 10 commissioner man-days per week. 

The Government representation in connection with appeals cases before the 
Commission and with handling of related court litigation up to October 31, 1953, 
could be handled by the equivalent of 42 man-months on wage stabilization mat- 
ters and 8 man-months on salary stabilization matters. The appeals workload 
assumption is that each attorney will handle seven cases per man-month. A 
total of 20 oral hearings of not more than 1 day each will be conducted before 
the National Enforcement Commission. The costs of reporting these hearings 
will be shared by the Government with the parties. 

Legal protests to price regulations.—Sections 407-408 of the Defense Produc- 
tion Act guarantee to defendants the right to protest the validity of an OPS 
regulation. There are now pending 22 protests and 9 Emergency Court of Ap- 
peals cases. In addition to protests now pending, new protests will undoubtedly 
be filed, and some may be filed as late as September. In accordance with estab- 
lished procedures, permissible delays in prosecuting such protests would entail a 
minimum period of several months. During this time the discharge of the re- 
sponsibility of the Government in considering and disposing of these protests 
requires the development of the administrative record, hearings before boards 
of review, as required by section 407 (c) of the act, preparation of orders, opin- 
ions, briefs, etc., involving difficult technical matters of law and fact. In order 
not to deny protestants due process of law a small but expert staff must be re- 
tained to handle such protests. 

{t may be reasonably anticipated that no protest will be filed later than 6 
months after the date of the last OPS price action preceding suspension of con- 
trol. It is not very likely that there will be any valid ‘new grounds” justifying 
the filing of a protest at any later date. It follows from this that until approxi- 
mately September 1953, and during such period thereafter as may be necessary 
to finally determine pending protests, it will be necessary that there be a staff 
of 6 lawyers and 3 secretaries. 

Briefly the processing of a protest involves at the outset the analysis of the 
protest to ascertain whether procedural or jurisdictional requirements have been 
met, and whether the protest on its face is sufficient in law. If not, an order of 
dismissal is prepared and signed. If the protest is not dismissable on its face, 
the general rule is that evidence is required. This may be elicited from the prot- 
estant by an order affording an opportunity to furnish further evidence or an 
order may be entered incorporating evidence into the record in support of the 
protested regulation. The protestant must be given an opportunity to rebut such 
evidence. This process may be repeated until the evidential record is complete. 
The evidence building process is necessarily time consuming. 

Price enforcement.—Over 900 cases which have been referred to the Department 
of Justice involve price violations representing penalties in excess of $5 million. 
This sum, which is based on tentative Treasury receipts, may actually be exceeded 
if the total overcharges are realized. All enforcement proceedings pending on 
June 30, 1953, including cases where investigations have been completed but 
complaints have yet to be filed, will be brought to a conclusion in a manner which 
carries out the objectives of the act and is satisfactory to the Government. Ver- 
sons who already have made settlements or who have paid penalties must not be 
discriminated against in contrast to persons whose violations are more recent or 
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who have managed to delay the completion of enforcement action. No additional 
cases will be transmitted to the Department of Justice after June 30, 1953, except 
(a) where persons who have been continuously under investigation engage in 
tactics to obstruct completion of the investigation; (b) where the violation is 
unusually flagrant, willful, and involve substantial damages; and (c) where the 
case involves some novel and important principle of law which was undecided 
under the Emergency Price Control Act of 1942; which will not be decided by 
any pending litigation ; and which has a significant bearing on any future program 
of economic controls, 

Similarly, after June 30, 1953, supplementary investigations in open-end com- 
plaint cases shall be limited to the collection of evidence deemed necessary by the 
Department of Justice to establish violations, or where the conditions of the 
preceding paragraph are met. 

The nature of the further investigative work to be required will vary widely 
from case to case. Many treble-damage cases were filed notwithstanding the 
fact that there was not then available every bit of evidence which would be 
developed and introduced at the trial. Many of these cases were filed on an 
open-end basis. This meant that the case was filed upon allegations that the 
investigation already conducted had disclosed a certain specified amount of 
overcharges ; that it was apparent that a further routine audit of the defendant’s 
records would disclose substantially greater overcharges; and that, therefore, 
the Government would undertake to prove not only the overcharges already 
ascertained but also all further overcharges disclosed by further audit. 

There are also a number of cases in which, while not filed on an open-end basis, 
it was contemplated that some additional evidence would be obtained after the 
institution of suit and the commencement of trial—e. g., corroboration of state- 
ments of witnesses, interviewing of purchasers, checking of additional invoices 
or other documents, further interviewing of subjects or their employees, ete. 

The size of the staff required to complete this work is based upon past experi- 
ence. A total of 52 man-months of attorney-investigators staff time and 38 man- 
months of clerical staff time will be required. 

Processing of cases will be handled as it has been since April 30, entirely by 
personnel stationed in Washington. This method of operation requires that most 
of the information be obtained without field audit, usually by correspondence and 
sometimes even by telephone. Statements of witnesses can be obtained by cor- 
respondence, as can copies of documents, and, very generally, detailed schedules 
of facts relevant to the determination of violation as well as total amounts of 
overcharges, In the course of litigation, information may be obtained by such 
processes as depositions, interrogations, and requests for admissions. Field 
audits will be necessary, however, in some cases, and some travel will be re- 
quired for conference in_compromise settlement cases. Normally these negotia- 
tions will be carried on by telephone or by letter. In some instances where the 
nature of the violation or the size of the claim justifies it, the attendance of the 
subject or his attorney in Washington will be requested, but in others, where 
such a request would be unreasonable, an intermediate meeting place reasonably 
convient to the subject will be established. 

Fiscal operations.—The closing of other ESA operations on June 30, 1953, will 
leave a residue of unpaid bills, bookkeeping problems, claims, General Accounting 
Office audit matters and payroll and tax statements and reconciliations to be 
completed. The specific jobs which extend into fiscal year 1954 are the proc- 
essing of the final payroll and making the various quarterly tax statements 
and reports: the audit of fourth quarter vouchers; the resolution of accounting 
problems encountered in effecting the centralization of agency accounts ; the pay- 
ment of unpaid bills and other outstanding liabilities from prior periods; the 
handling of general accounting exceptions and communications; and the han- 
dling of claims of all types. 

This estimate of personnel necessary to make final disposal of the final activi- 
ties of the agency is based upon the requirements of section 113 (a) of the Budget 
and Accounting Act of 1950. The staff projected, accordingly, will not only handle 
the final payrolls, make the necessary reports and pay the bills, but will do the 
minimum work necessary to assure an adequate accounting for the fiscal ac- 
tivities of the organization. It is estimated that 62 man-months of staff time 
will be required for the period July 1 to October 31. 
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LIQUIDATION ACTIVITIES 


Financial requirements 

Personal services.—The sum of $207,359 is requested for the payment of salaries 
to the average 31 employees during the 4-month period covered by this estimate. 
Of this amount, $196,561 is provided for full-time regular employees, including 
their terminal-leave payments, and $10,798 for the payment of salaries to enforce- 
ment commissioners employed on a part-time w. a. e. basis in connection with 
salary and wage enforcement. 

Travel.—The sum of $8,600 will be required to pay the travel expenses of part- 
time enforcement commissioners called to Washington on a w. a. e. basis and of 
enforcement attorneys who will travel on official business in obtaining additional 
facts in an investigation of price violations required by the Department of Justice 
in the prosecution of alleged violators. 

Communication services.—The sum of $2,800 will be required for regular tele- 
phone, telegraphic, and long-distance services. 

Printing and reproduction.—The printing of legal briefs and transcripts run- 
ning an average of several hundred pages each case will call for an expenditure 
of $17,600. It is estimated that there will be involved in protest hearings 10 to 12 
transcripts at an average cost of $1,200 each. In addition, there will be required 
the printing of about 20 to 24 legal briefs at about $150 each. These are stand- 
ard court costs which must be incurred by the Government in suits of laws to 
which it is a party. 

Other contractual services.—The sum of $2,500 will be required for the cost of 
reporting transcripts in connection with the hearing of wage-and-salary enforce- 
ment cases and other miscellaneous technical services. 

Services performed by other agencies.—The Department of Justice will require 
the services of special assistants to the United States attorneys to assist in the 
prosecution of over 500 cases involving price violations. 

There are many judicial districts that have compaartively few of these cases 
to handle, and it is assumed that the United States attorney will be able to 
handle these without additional assistance. However, there are at least 12 
districts where additional assistance will be necessary : 

Cases to be 
handled during 


Judicial district fiscal year 1954 
Catiformia, soathern._.............. poll aaerabeeiapeten teenth aia aucgietaiieeicea ae 
INL), “IPP Sk oe siren ns Sate rdy pagar a nmatreiesec on gs ante aaa Lwnieaacae” ae 
ents 6 | SIO Bi Bl Sk tale adele ihn oth chcbtilel SLU Sos aD 
Rk OO ah ctans dnd ieee as acelin hd wach oestbonaslae> cbse 25 
I aati Rela ata tail nee tlre eateenerninieladaiunidene 30 
I 2 ccunthninascaah adi H4 
AE Ee ee Bee ee Flag incterien - 
New Tore, southere.......... Jui cid TILA Sd eS Lie a oie 
eee FE Oi ON Rigs, oss nrircciccimimbelisiiisd ddibdndendé bebistietitcepetiséhine aid 18 
a I oan 
OT UIE, WH oo oie cree see thereat ne nnnnae I aatata Read en tie ae ale 40 
Vingeiar ORG ran a toe a ee ee Bead rte ahaa ee ee ae 

OR ig cic ae eth a CREA. kidlit AEs bile tlh diame 519 


For the most part former members of the Office of Price Stabilization field 
staff will be retained on a w. a. e. basis. The sum of $35,000 will be required 
for the payment of these personal services, $5,000 for incidental official travel of 
these personnel, $5,000 for court-reporting costs, and $5,000 for other miscella- 
neous contractual services—a total of $50,000. 

Supplies and materials.—The retention of the small staff described above will 
ery 9 a small quantity of purchase of supplies and materials in the amount 
of $541. 

Taxres.—The sum of $600 will be required to pay the Government’s share of 
social-security taxes for employees not covered under civil-service retirement 
laws. 
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HOUSE ACTION 


Mr. Fiemmine. As we have already brought out, the action of the 
House provides two-hundred-odd-thousand dollars for the liquidation 
of ESA. That was the amount we requested. Consequently, that 
amount is not in controversy as far as we are concerned. 

I can assure you that we will keep our feet on the ground on it 
and work along the lines our discussion has indicated. 


Orrice or Rent SrapiLizATION 


With respect to the rent-stabilization administration, the materials 
that were previously presented to this committee and also the staff of 
the House are obsolete. At the time of the initial presentation we did 
not have a firm notion of the number of areas that would be certified 
as critical defense-housing areas and thus continued Federal rent con- 
trol after July 31, 1953. Today that review is practically completed 
and we can estimate costs more accurately. 

As you may notice, the person who has been serving as Director 
of Rent Stabilization for me is Mr. Glen Sherrard, also of Boston. 
He is down in Oak Ridge today looking at a special situation down 
there. His Assistant Director, Mr. Barr, is here with me, and I will 
ask him to give you a picture of just what that rent-stabilization- 
administration situation is as of the present moment. 


REVISED ESTIMATE 


Mr. Barr. Mr. Chairman, the estimate of the amount required to 
administer the rent-stabilization program and liquidate the organiza- 
tion during the fiscal year 1954, as authorized and directed by the 
Housing and Rent Act of 1953 (Public Law 23, 83d Cong., approved 
April 30, 1953), has been revised downward from $1,600,000 to $1,341,- 
925, based on current information as to the extent of the program 
required to be continued after July 31, 1953. For budget purposes, 
the major provisions of the law are as follow: 

One, the continuation of the existing program in all areas where 
maximum rents were in effect on April 30, 1953, until the close of 
July 31, 1953, a period of 1 month during the fiscal year 1954. 


ADMINISTRATION OF LIMITED RENT-STABILIZATION PROGRAM 


Two, the administration of a limited rent-stabilization program— 
excluding accommodations, the construction of which was completed 
on or after February 1, 1947, or which are additional accommodations 
created by conversion on or after February 1, 1947—in any area which 
has been or is certified as a critical defense-housing area under new 
criteria established for such areas, required a review of critical areas 
certified prior to April 30, 1953, and the decontrol of such areas as 
do not meet the new requirements for certifications. Controls under 
this provision are to expire on April 30, 1954. The estimate con- 
templates complete liquidation of the organization continuing after 
July 31, 1953, by the close of business, April 30, 1954. 

Three, the liquidation of the Office of Rent Stabilization not later 
than July 31, 1953, as of which date the unexpended balances of funds, 
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together with records, property, and necessary personnel shall be 
transferred to such officer or agency as the President may designate. 
The Supplemental Appropriation Act, 1954, H. R. 6200, as passed 
by the House, included $1,190,000 for the Economic Stabilization 
Agency, of which not to exceed $290,000 was made available for the 
liquidation of the agency, leaving a balance of $900,000 for the ad- 
ministration and liquidation of the rent-stabilization program. 


PERSONNEL 


In connection with the reduction of the amount for the Office of 
Rent Stabilization from $1,600,000 to $900,000, it is probable that 
the House Appropriations Committee gave consideration not only 
to a downward revision of personnel requirements but to testimony 
concerning a proposed recommendation to the President that all rent 
controls be discontinued on July 31, 1953. However, it has since 
developed that there will be between 25 to 30 critical defense-housing 
areas meeting the requirements for certification as set forth in the 
Housing and Rent Act of 1953, where it will be necessary to continue 
a rent-stabilization program during the period from August 1, 1953, 
to April 30, 1954, in accordance with the intent of the Congress as 
expressed in the act. 

TERMINAL LEAVE 


Based on an actual computation of the individual leave records of 
the 866 employees on the rolls on July 1, 1953, it will cost $654,350 to 
pay off the terminal-leave obligation. As the majority of these em- 
ployees will have been separated on or before July 31—incidentally, 
407 had been separated by July 18—no administrative action could 
be taken to reduce this obligation. This would leave a balance of 
only $245,650 for all other expenses; whereas, obligations for the 
month of July alone are estimated at $308,760, indicating a deficit of 
$63,110 if the program were abandoned on July 31 with no funds 
for liquidating thereafter. 


CLOSING OF OFFICES 


Since the Housing and Rent Act of 1953 was approved on April 
30, 1953, there have been 134 offices closed and 1,186 employees sep- 
arated from the rolls, full recognition having been given to the re- 
duced workload incidental to the imminent termination of rent con- 
trols in the areas not meeting the requirements for certification as 
critical under the new criteria. The staffs in most of the 75 offices 
remaining open have been reduced to several employees. It is be- 
lieved that everything possible has been done to liquidate the major 
portion of the program as rapidly as possible. 

Senator Corpon. Where is that item found in the bill? 

Mr. Fiemmina. It is page 28 of the print I have here, the com- 
mittee print. 

Senator Corvon. That is the Economic Stabilization Agency ? 

Mr. Fiemmina. Yes, under ESA. 

I have a figure of $1,190,000, “not to exceed $290,000 for the liqui- 
dation of ESA.” So that left $900,000 for rent. 








470 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


Mr. Barr. The estimate for the period from August 1, 1953, through 
April 30, 1954, contemplates that there will be about 25 offices staffed 
with 2 employees each, an area rent director and 1 clerical. In addi- 
tion to current activities the workload will also include the handling 
of approximately 1,600 cases pending in the courts and about 6,000 
uncollected judgments and settlements requiring the services of 11 
attorneys and 5 clericals. All supervisory and servicing activities 
will be conducted from the national office for which we are requesting 
5 professionals or technicians and 7 clericals. A total staff of 78 
will continue through December 31, at which time it is contemplated 
that it can be reduced to 67 for the period ending April 30. 

The total of $1,341,925 requested represents $654,350 for terminal 
leave and $687,575 for other liquidating expenses and for conduct- 
ing the authorized program, or $441,995 in addition to the $900,000 
included in H. R. 6200 as passed by the House. 

Mr. Chairman, actually, if the House figures should stand and we 
had just $900,000 for rent, we would not have enough money to 
liquidate on July 31. We need about sixty-odd-thousand dollars to 
close on July 31. 


CONTINUED OPERATION IN LIMITED AREAS 


Of course, as you know, there was a good deal of discussion about 
rent control, how long it should be continued and so on. There 
seemed to be complete agreement in both the House and Senate about 
the desirability of continuing it in these areas related to military 
and AEC installation. 

Senator Cornon. Nine hundred thousand dollars would be $300,000 
above the amount necessary to pay terminal leave; is it not? 

Mr. Barr. Yes; but you see, 1 month of this, July i in the 1954 fiscal 
year, a considerable portion of that difference has been used in the 
so-called limited-control areas such as Chicago, Philadelphia, and 
Boston where rent control does not expire until July 31. 

Senator Corvon. How much of that will be used for the operation 
of the limited areas? 

Mr. Fiemmine. That is during the month of July? 

Senator Corpon. Yes. 

Mr. Barr. Actually, there is nothing left, Mr. Chairman. There 
is a deficit of some $63,000. 

Senator Corpon. You operate rent control in how many States? 

Mr. Comrorr. There are still 75 offices open, in approximately that 
number of cities. 

Senator Corvon. How many under the July operation ? 

Mr. Barr. Mr. Chairman, there are about 50 offices of that 75 that 
will close on July 31. They have been operating under a very sub- 
stantially reduced staff for some months. 

Senator Corvon. Can you give us an estimate as of the end of July? 

Mr. Comrorr. That will be $963,110 up to the end of July, total 
cost. 

Senator Corvon. That includes the terminal leave ? 

Mr. Comrort. That includes the terminal leave. 
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Senator Corvon. Then you will have a little bit less than nothing 
to operate on ? 

Mr. Comrort. That is right. For the month of July alone, exclud- 
ing terminal-leave payments, operating expenses, and carrying the 
program through July 31 would be $380,760. 

Senator Corpon. What is the terminal leave ? 

Mr. Comrorr. That is $654,350. 

Senator Corvon. The House left you in rather bad shape. 

Mr. Comrorr. They sure did. 

Senator Corvon. Go ahead. 

Mr. Barr. That concludes my presentation, Mr. Chairman. I will 
be glad to try to answer any questions that you might have. ! 

Senator Corvon. I really do not have any questions. You gentle- 
men need the amount of money available over and above the $290,000 
for liquidation. It is not enough to pay the bill to the end of July. 
You have a small program to operate after July and lack about eighty 
or ninety thousand dollars of being able to start from scratch with 
nothing. 

Mr. Barr. That is correct, sir. 


SCREENING OF AREAS 


Mr. FLtemmine. Mr. Chairman, may I say that the committee that 
has been screening these areas, I feel has done a very conservative job 
in pulling it down to 20 or the figure that Mr. Barr indicated here. 

The Congress did say that as far as those areas are concerned, it 
should continue to April 30. So the additional amount is simply to 
carry out that decision. 

Mr. Barr. As Dr. Flemming has pointed out, Mr. Chairman, those 
approximately 25 areas are around the basic military installations or 
atomic energy installations throughout the country. 

Senator Corpon. You have $€00,000 to operate for a year. It is 
going to cost you $600,000, and $640,000 you are going to have to pay 
for terminal leave, and that is gone. 

Mr. Barr. That is correct, sir. 

Senator Corpon. At the end of this month you are going to be out 
another $308,000 which is $948,000 before 1 month of the fiscal year 
is gone. 

Mr. Barr. Right. It is $654,000 for terminal leave, Mr. Chairman. 

Senator Corpon. So that is $966,000 as of the end of July, and you 
have 11 months of the fiscal year to operate, and you are asking for 
$1,341,000. You have $375, 000 to operate for 11 months. 

Mr. Barr. Actually, it is 9 months, Mr. Chairman. It goes out on 
April 30. 

Senator Corvon. That would give you substantially $40,000 a month 
to operate the 25 agencies. 

Mr. Fitemmina. That completes our presentation, Mr. Chairman. 
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Untrep States Crvin Servicrk CoMMISSION 


STATEMENTS OF PHILIP YOUNG, CHAIRMAN, AND DAVID F. 
WILLIAMS, BUDGET OFFICER, UNITED STATES CIVIL SERVICE 
COMMISSION 

JUSTIFICATION 


Senator Corpon. Now we have the United States Civil Service: 
Commission. 

We will insert the justification covering the United States Civil 
Service Commission into the record at this point. 

(The justification referred to follows :) 


STATEMENT BY PHILIP YOUNG, CHAIRMAN, UNITED States Civit Service Com- 
MISSION, REGARDING SUPPLEMENTAL APPROPRIATION FOR THE FISCAL YEAR 1954 


Mr. Chairman and members of the committee, the program of investigation of 
United States citizens already employed or seeking employment in international 
organizations was established by Executive Order 10422 on January 9, 1953. 
This order sets forth the standards and procedures for making available to the 
Secretary General of the United Nations, and also to the executive heads of 
other international organizations, certain information concerning United States 
citizens employed or being considered for employment by such organizations. 
The procedure is primarily concerned with the screening of these employees or 
prospective employees, and with placing in the hands of the heads of such 
organizations information which will make it possible for them to come to a 
decision as to whether such individuals are, have been, or are likely to be 
engaged in subversive activities against the United States Government. 

On June 2, 1953, Executive Order 10422 was amended by Executive Order 
10459. The amended Executive order provides for the establishment in the 
Civil Service Commission of an International Organizations Employees’ Loyalty 
Board. This Board is required to make the necessary rules and regulations 
for the execution of its functions, and to provide for hearings, including the 
right of the person to be represented by counsel, to present witnesses and other 
evidence in his behalf, and to cross-examine witnesses offered in support of any 
derogatory information. The Board is required to conduct its hearings in such 
a manner as to protect from disclosure information affecting the national 
security. The Board makes its determinations in writing and supplies to each 
person who is the subject thereof a copy. The results of all investigations, 
including advisory determinations made in loyalty cases, are made available 
through this Board to the Secretary General of the United Nations or to the 
executive heads of other international organizations. 

Under these Executive orders investigations are made by both the Civil Service 
Commission and the Federal Bureau of Investigation. Funds for this purpose, 
in the amount of $1 million, for fiscal year 1953 were provided by the Congress 
in the Second Supplemental Appropriation Act, 1953. The Federal Bureau of 
Investigation conducts full field investigations in all cases involving employment 
on the internationally recruited staff of the United Nations or other interna- 
tional organizations; that is, persons hired under quotas established among 
participating nations. The Civil Service Commission conducts full background 
investigations on all cases involving employment on the locally recruited staff 
of the United Nations or other international organizations. ‘Locally recruited” 
refers to those persons hired in positions for which no quotas are established. 

The results of all investigations are made available through the Secretary of 
State to the Secretary General of the United Nations or to the executive heads 
of other international organizations of which the United States is a member. 

In that connection, I would like to emphasize that it is not the function of 
either the Civil Service Commission or the Federal Bureau of Investigation 
to make decisions as to whether the person investigated shall be retained on 
the job or be given further consideration for employment. That is a matter 
for decision by the Secretary General of the United Nations or the head of the 
international organization concerned. 

The appropriation request transmitted by the President was in the amount of 
$1,550,000. With the approval of the Bureau of the Budget, we revised this 
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request downward by $350,00, making the revised requirements for fiscal year 
1954 $1,200,000. The lower amount is the amount contained in H. R. 6200, which 
is now before this committee. The decrease in financial requirements resulted 
from the recent amendment to Executive Order 10422, making it unnecessary 
that full field investigations be conducted for appointees serving 90 days or less. 
In such cases the initial investigation will be limited to a reference to specified 
files, as provided in the revised Executive order. 

The funds requested are for the fiscal year 1954 and are necessary in order 
to permit both the Civil Service Commission and the Federal Bureau of Investi- 
ga‘ion to discharge their responsibilities under the provisions of the Executive 
orders referred to. Since there were no funds contained in the regular 1954 
budget estimates, it is necessary to seek a supplemental appropriation at this 
time. 

In addition to the request for funds for fiscal year 1954, we are proposing 
at this time an amendment to the appropriation language as it appears in the 
House bill. The amendment proposed is in addition to the present language and 
would read as follows: 

“Provided further, That nothing in section 281 or 283 of title 18, United States 
Code, or in section 190 of the Revised Statutes (5 U. S. C. 99) shall be deemed 
to apply to any person because of appointment for part time or intermittent 
service as a member of the International Organizations Employees Loyalty 
Board in the Civil Service Commission as established by Executive Order 10422 
of January 9, 1953, as amended.” 

The statutes referred to prohibit persons from serving as employees in the 
Federal Government and at the same time prosecuting claims against the Govern- 
ment. The proposed addition in language will permit us to staff the Board, 
at least in part, with outstanding members of the legal profession. Similar 
language is contained in our “Salaries and expenses” appropriation regarding 
the appointment of members to the old Loyalty Board. 

We will be pleased to discuss any of the aspects of this program in whatever 
detail the committee may desire. 





SUPPLEMENTAL BupGet ESTIMATE, FiscAL YEAR 1954—INVESTIGATIONS oF UNITED 
STATES CITIZENS FOR EMPLOYMENT BY INTERNATIONAL ORGANIZATIONS 


GENERAL STATEMENT 


The Civil Service Commission requests an appropriation of $1,200,000 for 
fiscal year 1954 for the purpose of carrying out the provisions of Executive Order 
10422 approved January 9, 1953, as amended by Executive Order 10459, approved 
June 2, 1953. These Executive orders set forth the standards and procedures 
for making available to the Secretary General of the United Nations and the 
executive heads of other international organizations certain information con- 
cerning United States citizens employed, or being considered for employment, 
by such organizations. 

Investigations are made by both the Federal Bureau of Investigation and 
the Civil Service Commission. There is also established in the Civil Service 
Commission an “International Organizations Employees Loyalty Board.” This 
Board inquires into the loyalty to the Government of the United States citizens 
employed, or considered for employment, by international organizations of which 
the United States is a member, and makes advisory determinations under the 
standard specified. The standard is “* * * whether or not on all the evidence 
there is reasonable doubt as to the loyalty of the person involved to the Govern- 
ment of the United States,” 

The Board is required to make the necessary rules and regulations for the 
execution of its functions and is directed by the order to furnish each person 
whose case is considered by the Board: 

(a) A written statement of the alleged derogatory information, in as much 
detail as security considerations permit. 

(b) An opportunity to answer or comment upon the statement of alleged 
derogatory information, in writing, and to submit affidavits. 

(c) An opportunity for hearing before the Board, or a panel thereof of at least 
three members, including the right of the person to be represented by counsel, 
to present witnesses and other evidence in his behalf, and to cross-examine wit- 
nesses offered in support of the derogatory information: Provided, That the 
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Board shall conduct its hearings in such manner as to protect from disclosure 
information affecting the national security. 

The Board makes its determination in writing and supplies to each person 
who is the subject thereof, a copy. 

The results of all investigations, including determinations made in loyalty 
cases, are made available to the Secretary General of the United Nations or the 
executive head of another international organizaiton, for their use in exercising 
their responsibility with respect to the integrity of the personnel employed or to 
be employed by such organizations. 


INVESTIGATIONS TO BE MADE 


By the Civil Service Commission 

(a) A full background investigation is made in all cases involving a United 
States citizen employed or being considered for employment for a period exceed- 
ing 90 days on the locally recruited staff of the United Nations or other inter- 
national organizations of which the United States Government is a member. 
The locally recruited staff are those persons hired in positions for which no 
quotas are established. These investigations are similar to those required of 
the Commission by Public Law 298, 82d Congress, for employees of the Mutual 
Security Agency, the State Department, and other agencies covered by that law. 

(bd) A check of specified records (national agency check) is made for short- 
term (90 days or less) appointees or potential appointees to positions on the 
“locally recruited” or “‘internationally recruited” staff of the United Nations 
or other international organizations of which the United States Government is a 
member. 


By the Federal Bureau of Investigation 

(a) A full field investigation is made in all cases involving a United States 
citizen® employed or being considered for employment for a period exceeding 90 
days on the internationally recruited staff of the United Nations or other inter- 
national organizations of which the United States Government is a member. 
The “internationally recruited” staff represents those persons hired under quotas 
established among the participating nations for certain types of positions. 

(b) A full field loyalty investigation is made whenever, during the course of 
an investigation by the Civil Service Commission as described above, derogatory 
information with respect to loyalties is revealed. 


ORGANIZATIONS FOR WHICH INVESTIGATIONS ARE MADE 


United Nations 

United Nations Korean Reconstruction Agency 

United Nations Relief and Works Agency for Palestine Refugees in the Near 
Fast 

United Nations International Children’s Emergency Fund 

United Nations Educational, Scientific, and Cultural Organization 

International Civil Aviation Organization 

World Health Organization 

Food and Agriculture Organization 

International Labor Organization 

International Telecommunication Union 

World Meteorological Organization 

International Bank for Reconstruction and Development 

International Monetary Fund 

Pan-American Union 

Pan-American Sanitary Organization 

Provisional Intergovernmental Committee for the Movement of Migrants 
from Europe 


DISPOSITION OF CASES AFTER INVESTIGATION 


All reports of investigations, whether conducted by the Federal Bureau of 
Investigation or the Civil Service Commission, are forwarded to the Civil Service 
Commission “International Organization Employees Loyalty Board’ for 
disposition. 
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A determination is made as to whether these reports contain (1) derogatory 
loyalty information, (2) derogatory suitability information other than loyalty, 
or (3) are “clear” cases. In those cases containing derogatory loyalty informa- 
tion, the Board makes an advisory determination whether there is a reasonable 
doubt as to the loyalty of the persons involved to the United States. If the 
report contains derogatory suitability information other than loyalty, the Board 
prepares a summary of such information. No special report is required in “clear” 
cases. 

A report of findings in all cases is forwarded to the Secretary of State, includ- 
ing notification regarding “clear” cases. The Secretary of State notifies the 
Secretary General of the United Nations or the appropriate heads of other 
international organizations of the results of the investigations. It is to be noted 
that it is not the function of either the Civil Service Commission or the Federal 
Bureau of Investigation to make decisions as to whether the person investigated 
shall be retained on the job or be given further consideration for employment. 
That is a matter for decision by the Secretary General of the United Nations 
or the head of the international organization concerned. 


WORKLOAD AND COST ESTIMATES 


On the following pages there appear two tables summarizing the workload 
estimates and cost requirements for both the Civil Service Commission and 
the Federal Bureau of Investigation as follows: 

Table I—Distribution of workload 
Table II—Summary of cost requirements 

The financial requirements during fiscal year 1954 to carry out the provisions 
of Executive Order 10422 as amended, amount to $1,200,000. These require- 
ments were derived from the application of unit costs to the amount of work 
to be processed in each of the various categories. The units of cost are based 
on experience data of both the Federal Bureau of Investigation and the Civil 
Service Commission. 


TaBLe |.—Distribution of workload 


Resulting workload 


Federal Bureau of 


Re- Fnvestization ivil Service Commission 
ceipts 
an ; from | 
» appc , i: 
Type of appointment agen: | Pre- | Full ie 
: OY- lo 
cies Full | limi- | field Na Back- alty |Suita-| Re- 
} r field | nary | loy- | ,,;-° ground) “** |bility! view 
| Name ie $ >, | tional advi- 
_,inves-| loy- | alty inves-| “ sum-| of 
checks, . , agency sory 
tiga- | alty inves-|shecks| tiga- | > isn ma- | clear 
| tions in- tiga- (~~ tions i ries | cases 
- aie ions 
juiries; tion 
| 
Locally recruited staff | 
90 days or less 516 516 2 8 516 8 85 425 
Over 90 days 1,992 | 1,992 80 120 1, 992 120 319 | 1, 553 
Internationally recruited staff 
90 days or less ie sa 422 422 59 122 59 67 296 
Over 90 days 1,058 | 1,058 S8Y 169 169 169 TH) 


Total workload. 3, 988 | 3,988 889 82 356 938 | 1,992 356 638 | 2,994 
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Tasie IT.—Summary of cost requirements 


CO8T TO FEDERAL BUREAU OF INVESTIGATION 


| Cost per | 


| Number of | Total cost 


Function 
| cases | unit 


Name checks 3, 988 $1. 18 $4, 706 
Full field investigation . &89 502. 17 446, 429 
Preliminary loyalty inquiries | $2 100. 21 8, 217 
Full field loyalty investizations 356 522. 70 | 186, O81 


Total... “ sheonaine a slawsenets taal 645, 43% 


* TO CIVIL SERVICE COMMISSION 
| | 
National agency check 938 
Backeround investigations 1, 992 | 
Loyalty advisory opinions 356 
Suitability summaries ; ‘ 638 
Review of clear cases s . | 2, 904 


Total _-_. 


Total cost 





Senator Corpon. Go ahead, Mr. Young. 

Commissioner Youn. We are not appealing anything this morning, 
Mr. Chairman. We are quite satisfied with the appropriation of the 
House. 

Senator Corpon. I want to congratulate you on that statement. 

Commissioner Youn. I have a short. prepared statement here that 
sets that forth. 

Senator Corpon. We have just put that in the record. You may 
highlight that statement. 


USE OF FUNDS 


Commissioner Youne. The funds asked for are to carry out this 
Executive order which provides for the determination of loyalty for 
United States citizens employed by the United Nations organizations. 

This is a service job which is done by the Civil Service Cc ommission 
and the FBI. We have no responsibility at the Commission or in the 
International Organization Employees Loyalty Board, which is set up 
within the Commission’s framework, for any final determination of 
loyalty of these people. It is primarily an investigation job with an 
opportunity for persons concerning whom derogatory information is 
uncovered to appear for a hearing before this Board. The advi isory 
opinion of the Board is transmitted to the Secretary General of the 
United Nations or the heads of the other international organizations. 

Senator Corpon. Do you mean that this is an operation after the fact 
or before? Is it an operation on those who are employed or those who 
are contemplated to be employed ¢ 

Commissioner Younc. It covers both. It is a review of people who 
are there now, which was started some time ago, several months ago, 
and which is not yet completed. It carries on the program started 
under the original loyalty order which was supplanted by the new 
security program of the present administration. 

Senator Corpon. You havea reason for being here. You want more 
language ; is that correct ? 
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Commissioner Youne. We need a little more language in the bill 
for the simple reason that in stafling this International Organization’s 
Employees Loyalty Board it would be very helpful to us, in order to 
get the kind of distinguished persons to serve on that board from 
time to time, if we could use outstanding people. 

Senator Corvon. We will insert your proposed language into the 
record at this point. 

(The material referred to follows) : 

(Proposed amendment to language of appropriation entitled “Civil 
Service Commission, Investigations of United States Citizens for 
Employment by International Organizations”—H. R. 6200.) 
Provided further, That nothing in section 281 or 2838 of title 18, United States 
Code, or in section 190 of the Revised Statutes (5 U. S. C. 99) shall be deemed 
to apply to any person because of his appointment for part-time or intermittent 
service as a member of the International Organizations Employees Loyalty Board 


in the Civil Service Commission as established by Executive Order 10422 of 
January 9, 1953, as amended. 


CONFLICT OF INTEREST STATUTE 


Senator Corvon. Might I ask, What do sections 281 and 283 of title 
18 provide? Prohibition against what? 

Commissioner Youne. Against persons who—— 

Senator Corpon. Deal with the Government? 

Commissioner Youna. That is correct. 

Mr. WitaiaMs. It is called the conflict-of-interest statute. 

Commissioner YounG. This same language was included in the 
appropriation act under the old loyalty program. 

Senator Corpon. In substance, you are saying that you want the 
night, notwithstanding the conflict-of-interest section, to employ 
persons part time or intermittently of the National Organizations Em- 
ployees Loyalty Board? 

Commissioner Youna. That is correct, sit 

Senator Corpon. Do you feel that you cannot get the right kind 
of people without having to run afoul of the adverse interest provi- 
sion? Does everybody in this country who is going to do this job 
have some dealing with the company # 

Commissioner Youne. It is very difficult today not to find anyone 
in the legal profession who does not have some kind of interest. 

Senator Corpon. I often wonder, why don’t any of us not work 
for the Government as long as we have to pay an income tax? If 
there ever could be an adverse interest, that is it. 

Commissioner YounG. We would not argue that point. 

Senator Corpon. I think I understand the situation here com- 
pletely. It is in the record. 

Commissioner Young. Our statement sets it forth, all right. 

Senator Corpon. You just want to see to it that you are not limited ? 

Commissioner Youne. That is correct. 

Senator Corpon. Thank you. 

We will recess until 2 o’clock. 

(Whereupon, at 1:20 p. m., a recess was taken, the hearing to recon- 
vene at 2 p. m.) 
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AFTER RECESS 
Export-Import Bank or WASHINGTON 


STATEMENTS OF GLEN E. EDGERTON, CHAIRMAN; LYNN U. STAM- 
BAUGH, VICE CHAIRMAN; WALTER C. SAUER, VICE PRESIDENT; 
SIDNEY SHERWOOD, SECRETARY; AND FRANK WALSH, CHIEF, 
ACCOUNTS DIVISION 


GENERAL STATEMENT 


Senator Corpon. Please come to order. 

We have before us representatives of the Export-Import Bank of 
Washington, Glen E. E dgerton, Chairman; Lynn U. Stambaugh, 
Vice Chairman; Walter C. Sauer, Vice President; Sidney Sherwood, 
Secretary ; Frank Walsh, Chief, Accounts Division. 

My understanding is that you were requested to appear before the 
committee in order that the committee might advise itself, having 
the chore of either agreeing with the House in the amount of funds 
which it has provided in its action or perhaps not agreeing with it and 
reducing it. 

I think there are some general questions with respect to the business 
of the bank. 

I wonder, Mr. Edgerton, if you would give us a thumbnail sketch 
of the area in which the bank functions. 

Mr. Epeerron. I will try to do that, sir. 

You have before you a statement which contains what we thought 
would answer any questions you would most likely ask. The first part 
is a prepared statement we agreed to make for the committee. We 
would be glad to insert it in the record, if you like. 


STOCK OWNERSHIP 


Senator Corpon. Who owns the stock of the bank ? 

Mr. Encerron. The United States. 

Senator Corpon. In its entirety? 

Mr. Encerron. Yes, sir. 

Senator Corvon. It is peculiarly a Government corporation ? 

Mr. Epeertron. Yes, sir. 

Senator Corvon. Originally organized for the purpose of aid in 
financing exports and imports between the United States and foreign 
countries? 

Mr. Eperrtron. Yes. 

Senator Corpon. Since then its activities have broadened and they 
include now in addition to the original purposes of the bank, what? 

Mr. Eperrron. The basic purpose of the bank as you have stated it, 
Senator, has not changed. However, at the conclusion of World War IT 
the bank was called upon to extend reconstruction loans to war-torn 
countries and to extend development credits to strengthen the econ- 
omies of countries which are trading partners of the United States. 
The most recent broadening of the bank’s activities includes the writ- 
ing of insurance, a type of war-risk insurance provided by Public 
Law 30 which requires the bank to write the insurance for the benefit 
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of American owners of property that has been shipped abroad which 
remains in their possession and is in the territory of any friendly 
foreign country. 


EMBRYO INSURANCE COMPANY 


Senator Corpon. You mean you have an insurance company in the 
bank ¢ 

Mr. Eperrton. We have an embryo insurance company. It is not 
quite developed yet. 

Senator Corvon. Who pays the premium on the policy ? 

Mr. Epcerton. The insured will pay the premiums. We are not 
issuing any insurance yet. The plans are in development. The act 
was passed on the 21st of May. We have not completed any plans. 
We intend to have insurance written through private insurance com- 
panies. Under our supervision and our limitations, premiums will be 
collected which are calculated to make the operation self-supporting. 
We are in the process of making those arrangements with the agent 
companies and establishing the premium rates, in the hope of being 
prepared to write the insurance in the future. 

Senator McCarran. Do you have legislative authority to set up this 
insurance company ? 

Mr. Everrron. Yes; Public Law 30. 

Senator McCarran. May we have that inserted in the record ? 

Senator Corpon. Yes. 

Mr. Encerton. I do not mind saying at this point it is no activity 
that the bank urged be conferred upon it. In fact, we presented in our 
testimony the suggestion that perhaps some other agency may be well 
qualified to do it and might be a little more logical. Nevertheless, the 
act was passed and we have that problem to do and we will do it to 
the best of our ability. 


AUTHORITY GRANTED BY ACT 


Senator Corpon. Give us a thumbnail picture of the authority 
granted by that act with particular respect to your authority for 
choosing the original insurer. 

Mr. Everrton. Well, the authority is very broad in scope. It is 
limited only by the total amount of $100 million worth of insurance 
which may be outstanding at any one time. No new assets were pro- 
vided to the bank to write this insurance. So it will be written under 
the assets which it already has and will be a claim against them to 
the extent that it should turn out to be not self-supporting. 

Senator Corvon. Do you mean by that that the insurance companies 
will stand in substantially the position of the reinsurer of the bank? 
Is that the idea? 

Mr. Epvcerron. No. They will stand only in the position of operat- 
ing agents for the bank. 

Senator McCarran. Do the insurance companies underwrite or do 
you underwrite? 

Mr. Eneerton. I beg your pardon ? 

Senator McCarran. Do the insurance companies underwrite or do 
you underwrite ? 

Mr. Eperrton. We underwrite. We carry the loss. 

35192—53——31 
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Senator McCarran. You carry the loss? 

Mr. Epeerron. Yes, sir. With the limitation of $100 million as 
against annual exports of, say, $15 billion, of course, it is necessary 
for the bank officials to exercise selective authority in regard to the 
commodities and the types of insurance that they will write. 

Senator McCarran. What volume of business has been carried up 
to date? 

Mr. Encerron. We have not carried any yet, sir. 

Senator Corpon. What is the purpose of this thing’ You have 
$15 billion worth of export business annually / 

Mr. Eperrton. Yes. 

Senator Corpon. And you are authorized to insure how much of 
it—all of it? 

Mr. Everrron. Not to exceed $100 million. 

Senator Corpvon. You mean that $100 millicn is the net respons!- 
bility that you have ? 

Mr. Epcrrron. That is the most we can write at any one time. 

Senator Corpon. Of course, ab insurance policy is in effect only 
for the period of transportation. 

Mr. Epegrerron. This insurance does not take the period of trans- 
portation. It takes the period after transport: ition when the goods 
are landed in a foreign country and remain in American ownership, 
ind covers the war risk only ~¢ xprop! lt ition ac ts, and so forth. 

Senator Corpon. Who insures it when it is in transit ? 


WAR-RISK INSURANCE 


Mr. Encerron. The Department of Commerce is prepared to write 
war-risk insurance for the marine risk. This is intended by the legis- 
lators to fill a gap which was left presumably in the other type policy 
because when an American exporter wants to ship a comm odity abroad 
ae a commercial bank Joan the banks are reluctant to extend the 
lonn unless the property can be insured during that interim period 
after it is landed on the foreign shore. 

Senator Cornon. Yours is interim, and it takes effect only after the 
transportation by water and the landing? 

Mr. Epneerron. That is right. 

Senator Corvon. Yours is insurance or indemnity against loss from 
war or violence in the country to which the property is exported ? 

Mr. Eparrton. That is right, sir. 

Senator McCarran. That covers fire, not nec essarily violence ? 

Mr. Eperrron. It covers only war risk, risk of damage through war 
or expropriation by a foreign country 

Senator Corvon. It covers fire which is the result of the war? 

Mr. Encrerron. If it were the result of a war, that policy would no 
doubt cover it. 

Senator Corvon. Do you know whether when this act was up for 
consideration any consideration was given to placing this insurance 
with the same body that handles the war-risk marine insurance ? 

Mr. Eperrton. Yes, sir; some consideration was given to it. The 
point was raised by the witnesses from the Export- Import Bank when 
they testified. 

Senator Corpvon. Is it your view that that would be the logical 
place? 
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Mr. Epcrrron. Well, it would be a logical place, yes, sir. 

Senator Corvon. Why not the logical place ‘ 

Mr. Envcerton. I would not say it would not. 

Senator Corpon. One insures from hazards of war cargo in transit. 
It would be a very minor matter to extend that insurance for the 
period of ownership in the country to which it is exported. We are 
going to have one organization handling the hazards of war while 
the goods are shipped. When the goods are landed and put on the 
dock, then another one takes over ? 

Mr. Epcerron. Right. 

Senator Corvon. It looks ridiculous to me. Well, you can’t do any 
thing about it. That is the law. 

Mr. Epncrerron. That is the law and we are going into it to the best 
of our ability. We will make it a selective process. We will not 
undertake to insure commodities of the kind that do not normally 
move in export trade and do not seem to require this kind of in 
surance. 

I may say that much of the discussion in the committee that rec 
ommended the legislation was directed toward commodities like cot 
ton. Cotton was mentioned many times and it is evidently one of 
those that was the most prominently in need of this kind of pro 
tection. 

Senator Corvon. For the benefit of the Members of the Senate, | 
think I will read this act in the record. 


[PusLtic LAw 30—S3p Coneress | 
| CHAPTER 64—I18T SESSION] 
H. R. 4465 


AN ACT To amend the Export-Import Bank Act of 1945, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Convress assembled, That section 2 of the Export Import Bank Act 
of 1945, as amended, is hereby amended by inserting the following as subsec 
tion (c): 

‘(¢) (1) The Export-Import Bank of Washington is further authorized, in 
the manner and to the extent herein specified, to provide insurance in an ag 
vregate amount not in excess of $100 million outstanding at any one time for 
the benefit of citizens of the United States, including corporations, partnerships, 
nnd associations organized and existing under the laws of the United States or 
any State, District, Territory, or possession thereof, against the risks of loss 
of or damage to tangible personal property of United States origin which is 
exported from the United States in commercial intercourse and is located in any 
friendly foreign country, to the extent that such loss or damage results from 
hostile or warlike action in time of peace or war, including civil war, revo 
lution, rebellion, insurrection, or civil strife arising therefrom, or from an ordet 
of any government or public authority confiscating, expropriating or requisition 
ing such property and to the extent that such property is owned in whole or in 
part by the assured or constitutes security for financial obligations owed to the 
assured. 

“(2) Insurance may be provided pursuant to this subsection only to the extent 
that it cannot be obtained on reasonable terms and conditions from companies 
authorized to do an insurance business in any State of the United States and 
to the extent that it cannot be obtained from any agency of the United States 
Government providing marine or air war-risk insurance. 

“(3) In providing insurance pursuant to this subsection, the bank may re- 
insure in whole or in part any company authorized to do an insurance business 
in any State of the United States or may employ any such company or group of 
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companies to act as its underwriting agent in the issuance of such insurance 
and the adjustment of claims arising thereunder. 

“(4) Subject to the limitations herein provided, the bank shall from time 
to time determine the terms and conditions under which it will provide insurance 
pursuant to this subsection: Provided, however, That such insurance shall be 
based, insofar as practicable, upon consideration of the risk involved: And 
provided further, That the term of coverage of any such insurance shall not 
exceed one year, subject to renewal or extension from time to time for periods 
of not exceeding one year as may be determined by the bank.” 

Sec. 2. Section 7 of the Export-Import Bank Act of 1945, as amended, is amended 
by substituting in lieu of the words “loans and guaranties” the words “loans, 
guaranties, and insurance.” 


BANK WITHSTANDING LOSS 


Senator McCarran. Now, I understood the gentleman to say that 
his bank stood the loss, notwithstanding the underwriting company. 
Mr. Epegerton. That is correct. 
Senator McCarran. In other words, they take no chances at all? 
Mr. Epcerton. That is right. 
Senator McCarran. That is pretty good. We take all the chances. 
Mr. Epcerton. Yes, sir. 
Senator McCarran. They get the premium. 
Mr. Epcerton. No; we get the premium, also. 
Senator McCarran. What do your underwriting companies get! 
Mr. Epcerron. They will get some payment for their services, the 
value of the cost to them plus possibly a modest profit, but they will 
not get the premium. The premium will accrue to the bank. 
Senator Corvon. But I asked you whether or not it might be a re- 
insurance. You said “No,” but the act says “Yes.” 
Mr. Epcerron. it authorizes of course reinsurance, but we intend 
to operate it as an insurance business so long as we have to operate it. 


POSSIBLE OPERATION BY INSURANCE COMPANY 


Senator Corpon.. Why would it be not better to have the operation 
itself conducted by an insurance company and let you out from under 
that added burden ? 

Mr. Engerton. There are two things that occur to me, one suggested 
by Mr. Sauer. We have invited them to do that, and it was declined. 
The other is that we are following in our planning the general policy 
or the general practice that was ‘established in connection with the 
marine insurance, which is already authorized and sets a pattern that 

seems to be a good one to follow. But the specific answer to your 
question is that they will not do it. 

Senator Corvon. What are they going to do? 

Mr. Encoerron. They will issue our policy, countersign it, collect 
the premium and transmit it to us. They will be paid for the services 
they render, but not of course for carrying any risk, which they do not 
carry. 

Senator Cornon. Will you designate the particular insurance com- 
panies that perform this service for you? 

Mr. Enocerton. Yes, sir. 

Senator Corpon. There may be 10 or 15, 20 or 40, in a port like New 
York, and you will pick out 1 or 2? 
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Mr. Epcrerton. We have a perfectly free hand in that. I do not 
know for sure what the extent of the agency list will be, but we are 
able to designate as many agencies as we find necessary to carry on the 
business. 

Senator McCarran, If they take no risk of loss, you take it all, why 
should you reinsure and why should you pay any premium whatever? 

Mr. Epcerron. We do not intend to pay any premium or reinsure. 

Senator McCarran. They certainly do not ‘do it under their char- 
ter, they certainly do not do it gratis, do they ? 

Mr. Epczrton. No. They will have to be paid the cost of issuing 
the policy for us, that is all. We do not care to establish, of course, 
our own agencies around the country to write these policies, 


REINSURANCE 


Senator Corpon. You reinsure them ? 

Mr. Epncerton. We reinsure the insured, not the company. The 
company has no interest in the loss, the company that writes the 
— y acts as our agent. 

Senator McCietian. Under this authority apparently your intent 
is to select one insurance company and use it as the agency to write the 
insurance and then you pay it for its service; is that right? 

Mr. Eperrron. That is right. We are not limited to one. We can 
designate any number of companies, of course. 

Senator McCriextian. I know, but you can, if you want to, just 
select one company and give it a big fee for writing the policies? 

Mr. Enegerton. That is right, we could. 

Senator McCietzan. There is nothing competitive between the 
companies as to what company would probably render the services 
cheaper or at least cost? 

Mr. Eneerton. We intend to fix the service charge at an appropriate 
rate. 

Senator McCie.ian. Give us some idea what that is. I would like 
to know what is involved in this. I can see under this it is possible to 
pick out one big insurance company. For the very small trouble of 
issuing a policy, you give a big fee and they calculate to profit con- 
siderably without any ‘Tisk of assuming any liability. 

Mr. Epgerron. I am sure it is our duty to guard against that. We 
have not established the charges yet or who will write it. 

Senator McCrietian. Can you give us some idea of it? 

Mr. Eneerron. I cannot give you a close idea of it. 


a 


REASONABLE SERVICE FEE 


Senator McCietitan. What would you regard as a reasonable serv- 
ice fee for services of that character? You may say they get none of 
the premium. It must come out of the premium. 

Mr. Eneerron. I think it would be a fraction of the premium. The 
pemium when established will probably allow 25 or 30 percent of the 
premium for the cost of handling, and so on. 

Senator McCie.tan. Twenty- “five or thirty percent of the premium ? 

Mr. Eneerton. That is a possibility or possibly it will be so much 
per policy written, without regard to its amount. 
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Senator McCLetian. Just what services, labor, and so forth, are in- 
volved in the particular function that this insurance could or the 
selected insurance would perform ? 

Mr. Eperrron. They would perform the service of establishing the 
amount of the property to be insured, to write it into the policy, to col- 
lect the premium, to keep a centralized record to insure they are not 
writing more than we allot to them to write. 

Senator McCie ian. That is one point. Would they be on the basis 
of percentage on premium as a fee for their services? You call it a 
fraction. I mean it would actually resolve itself into percentage, 25 or 
30 percent you said. Would there be any incentive there for them to 
hold down the risk to a minimum as would the man who is taking the 
risk ? 

Mr. Encerron. We do not think they have any opportunity to hold 
down the risk or affect the risk in any way. 

Senator McCuiieian. I mean overinsured. 

Mr. Eperrron. The policy would be written on the actual value of 
the property and the loss would be on the actual value. 


SERVICING OF LOSSES 


Senator McCietianx. When the loss occurs who will service the loss ? 

Mr. Epgerron. Well, undubtedly we will do that through an ad- 
jus ting agent. 

Senator McCietian. You will make another contract to service the 
loss ? 

Mr. Epcerron. We think the losses may be comparably few, but 
there may be losses. We think in normal times there will be no loss 
in friendly countries. If, however, there should be a war or a revolu- 
tion in a country, all the property insured in that country at that time 
would probably be lost. so that the losses will not be of the kind that 
are ordinarily covered by fire, partial losses, and so on, but will be 
either a total loss or no loss. So that the adjustment we hope will be 
somewhat simpler at least than it would be on ordinary insurance on 
which you get partial damage which has to be appraised. 

Senator McCretian. I am assuming you are conforming to the 
statute and doing what the statute permits you to do. It seems to me 
that the whole idea needs some revision if we are going to legisl: ” 
and appropriate to protect the interest of the Government. I will sa 
that you will not protect it pursuant to this plan or policy that you 
have but I do say that it will have to be protected out of just. sincere 
honesty and diligence. It will not be protected by law. 

Mr. Epcerton. That is right, sir. 

Senator McCietian. I do not question that. You understand what 
I mean. When we go to legislate, we ought to put protection in the 
law: maybe it is our fault. I am not criticizing you. 

Mr. Encerron. We are going to do the best job we know how. You 
can be sure of that. 

Senator Corpon. You have my condolences on that particular part 
of the job. What else do you have to add? 
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ADDITIONAL FUNCTIONS 


Mr. Evcerron. You asked about additional functions that have been 
given to the bank. One is the loans that we make for the Mutal 
Security Agency, and another the loans that we make for the Defense 
Production Administration for the production of strategic materials. 

Senator Corpon. You mean loans for them or loans to them? 

Mr. Eperrron. Loans for them and with their funds and under their 
instructions. We act almost exclusively as the banking agent. We 
exercise in most cases very little influence on the loan selected. 

Senator Corvon. Do you service those loans? 

Mr. Epeerron. Yes, sir. 

Senator Corvon. You would then make loans to foreijzn capital for 
development, let us say, of critical operations, for the production of 
critical materials under the long-term contracts that we have. 

Mr. Enerrron. Yes, sir; when requested to do so by the agency 
that has the matter in their charge. We furnish the funds and estab- 
lish the contracts and administer them. 

Senator Corpon. What type of loan would you make for Mutual 
Security, for instance ? 

Mr. Eneerron. Any type that they ask. 

Senator Corvon. What have they asked; let us put it that way. 

Mr. Epverrton. One of these gentlemen can answer that perhaps 
better from memory than I can. 


LOAN CASE CITED 


Senator Corpon. Give us a general picture of the loans you have 
made for Mutual Security. 

Mr. Saver. Under the Economic Cooperation Act of 1948 it was 
provided that there would be a billion dollars of loans made under 
that act. It was further provided by the Congress that the Export- 
Import Bank would make all those loans. 

Senator Corvon. That I recall. 

Mr. Saver. Since that time there have been further provisions for 
loans under that act. 

Senator Corvon. How much was the first ? 

Mr. Saver. One billion dollars, Senator. Since that time the Con- 
gress, through the ECA Act and the Mutual Security Act, has pro- 
vided for further loans under that program. 


TOTAL LOANS 


Senator Cornon. The total now being what ? 

Mr. Saver. The total loans that have been made, including the 
Spanish loan of $62,500,000—— 

Senator McCarran. That was $65 million in the first instance? 

Mr. Saver. I believe $62,500,000. 

Senator McCarran. Your figures must be right. 

Mr. Saver. I think so—and the India wheat loan which was also 
authorized by the Congress—the total loans authorized amount. to 
$1,571,497,000. 

Senator Cornon. To whom ? 
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Mr. Saver. To European recovery program countries of Western 
Europe. 

Senator Corpon. Are the loans then to nations only? 

Mr. Saver. They are all direct Government loans, or Government 
guaranteed. 

Senator Corvon. Government to Government? 

Mr. Saver. Yes, sir. 

Senator Cornon. Any breakdown of the borrowers and amounts? 

Mr. Saver. We have the breakdown, including the amounts to each 
borrower. We could put that in the record. 

Senator Corpon. That may be included in the record. 

(The information referred to follows :) 


‘Export-Import BANK OF WASHINGTON STATEMENT OF OPERATIONS AS OF JUNE 
30, 1953, UnpER THE ForeriGn Assistance Act or 1948, As AMENDED, AND 
OrsgerR Acts 

Loans and credits 


{In thousands of dollars] 











Credits authorized | Balente avoneipal 
Country a i | ooo 
Date Amount | Dursed loans 
ee strenenssitetsomasintittinmnansoosnessinineisis — poche cece --- —|—__ SS 
Under the Foreign Assistance Act of 1948, as amended: | 
Kingdom of Belgium | Nov. 24, 1948 | 56, 055 | 47, 900 
Do June 29, 1950 | 1,778 | 111 1, 495 
Do | June 14,1951 | 15, 500 | 144 | 15, 356 
Kingdom of Denmark | Oct. 27,1948 31, 000 |. 31, 000 
Do } June 5, 1952 2, 300 | 2, 300 
Republic of France | Oct. 27,1948 72, 000 | ec 172, 000 
Do.. | Nov. 9, 1950 | 10, 400 , iy 10, 400 
Do Apr. 10,1952 43, 200 }...... 43, 200 
Federal Republic of Germany | Mar. 20, 1952 | BOR ct0s dbo. 16, 900 
Republic of Iceland June 16, 1948 | * yg ePeee 2, 300 
Do June 29, 1950 | 2, 000 c— me 2, 000 
Do. . a May 8, 1942 DM Léseneae 1, 000 
Repuolic of Ireland Oct. 27,1948 | 89,000 |......... 85, 300 
Do ile : June 15, 1950 a0 1.2... 41, 900 
Republic of Italy __..| Oct. 29, 1948 67,000 |__-__. L 67, 000 
Do kip Buk Aug. 24,1950 | 6,000 |......... 6, 000 
Do ‘5 June 26, 1952 | 22, 600 |......... 22, 600 
Grand Duchy of Luxembourg . | Nov, 17, 1948 3, 500 |... 3, 000 
Kingdom of the Netherlands x Oct. 27,1948 | BE Bincacasnonl 129, 500 
Do Oct. 5, 1950 | 4, 000 | 4,000 
Do ; ee Mar. 20, 1952 | 58008 15. <-~ 56052) 16, 000 
Republic of Indoneisa . ‘me Sil Feb. 7. 1952 | 17, 200 inated 17, 200 
Kingdom of Norway Oct. 29, 1948 35,000 |_...- ; 35, 000 
Do tien aot Apr. 24, 1952 OD eae 2, 400 
Do eel ...| June 26, 1952 inane Kade 1, 800 
Republic of Portugal Li | May 10, 1950 27, 600 |_....-- | 27, 500 
Do | June 28, 1951 663 |...- om 0 
Do Aug. 23, 1951 8, 551 1, 461 7,090 
Kingdom of Sweden. _- ta | Oct. 27, 1948 22, 000 | on 20, 400 
Republic of Turkey. z | Nov. 1, 1948 38, 000 |_. = 38, 000 
Do ‘ | Aug. 10, 1950 | 36, 000 191 35, 809 
Do Apr. 10, 1952 | 11, 200 |... a 11, 200 
United Kingdom of Great Britain and Northern | | } 

Ireland _ -.. . Oct. 26, 1948 Re 2 nak teed 322, 700 
Do ‘ : | Sept. 14, 1950 | EE Bo. due 14, 200 
Lt . wa-za----2-----| Mar, 20,1952] 47,900 |-----2-. 47, 900 

| ctumeeeiingliieiteisieemetateh Mleedienas 

Total _.----| 1,319,047 | 1,907 | 1,303,351 

Under other acts 
Government of Spain 

Cotton — . Feo. 8, 1951 ID Sie cena treed 5 00¢ 

Fertilizer | do... 3, 500 |....... 3, 500 

Tractors and spare parts ; pp ebienne ss 3, 450 155 3, 205 
Equipment, machinery, etc., for manufacture | 

of fertilizer - . wo dahbadiaie =f do.. . 700 | 284 | 416 

W heat ; ..| Mar, 15, 1951 7, 250 | 28 7, 222 

Coal sci ielleiaiaioa July 5,195! 3, 500 | 5 3, 495 

Railroads . .| July 19, 1961 8, 263 | 1, 885 6, 378 
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Loans and credits—Continued 


[In thousands of dollars] 
































| 
> 
Credits authorized Balance I sasioas 
Country Se ———| undis- “ren : 
Date Amount | Dursed loans 
ceniandaarninmpaiminainaedli iagalaitiaitiintatenapercintaltenscenesiis esl cialis intcnidiinipa li adamenigands Eh ianieimtige treainiitmamias 
Under other Acts—Continued 
Government of Spain - Continued 
Mining equipment: 
Iron ; |} Aug. 2,195! 200 74 126 
Sulfur and copper . ....do 1, 220 547 673 
Tungsten... . do 230 Sl Eanes tnos 
Lead ... do | 164 23 141 
Do. .... do | 1, 425 OD To nacns 
Electric power do 2, 400 1, 467 | 933 
Fertilizer and steel plants | Aug. 9, 1951 | 6, 000 5, 999 1 
Floating powerplant... . - Aug. 16,1951 728 230 498 
Steam plant ; .do. 973 31 942 
Mining equipment: | 
Potash | Aug. 23, 1951 1, 500 1, 025 475 
Lead | do 92 36 56 
Equipment for powerplant | Nov. 29, 1951 650 547 103 
Electrical equipment | Dee. 6, 1951 2, 000 | 2, 000 5 
Oak staves wa | Jan. 17,1952 | 500 | 26 474 
Tinplate. ._. -----| Jan. 24,1952 2, 000 456 | 1, 544 
Equipment for. powe rpl: ant and mining. .--| Jan. 31,1952 1, 706 958 | 748 
Steel plates for tanker July 17,1952 | 375 |  _ 
Farm machinery and seed-processing equlp- | 
ment wel |} July 31,1952 | 3, 000 | 2, 286 | 714 
Ammonium sulfate project - paene Suniciaaul cate 1, 840 1, 840 | 
Agricultural shop machinery... dita din Aug. 21, 1952 150 150 
Equipment for coal mining. Dit anienaun .-| Dee. 31, 1952 474 474 
ae at PEPE, eae MS bee ...do 818 | GP iddavescace 
th. vitiniiieatenn catenin tine cmieen — do... 150 150 
i éhethtinnmmedanale Relbeieatevd ebeess och 723 | 723 ae 
SE eee Pichéca<onkii ct ee, “ | 376 EEE 
Do i ae is | 443 443 |..... eee 
E quipment for food proce ssing pate ....do. | 150 SD Boa cathooe 
Steel plates for tanker. ............... glial emacaes 500 Ea eicesenianen 
Total. - pes deceased. 626 othtacins 62,450 | 25,716 36, 734 
Gove mument ‘of India: Wheat...-.-------------- June 14, 1951 19, 000 |.-...-.- 189, 656 
Total under other acts. ................. aanenataiieuiinns 226, 390 
DWotal lemme ated GOR, 5 6d ka Wait cds bn cbipendde se -| 1,571, 497 "27, 623 1, 529, 741 





LOANS IN DEFAULT 


Senator Corpon. Are any of those loans in default? 

Mr. Saver. None of those loans are in default. 

Senator Corvon. Are any of them being repaid or is there a grace 
period before obligation for payment comieaia’ 

Mr. Saver. There are grace periods. They are long-term loans; 
however, interest is being paid. 

Senator Corvon. As of now the only payments that have been 
repaid are interest on the principal and no portion of the principal 
as yet Pn been repaid under any of them? 

Mr. Saver. That is correct under these loans we have made as 
agent for Economic Cooperation and the Mutual Security, except in 
the case of one loan. 

Senator McCarran. How much of the authorized Spanish loan 
has actually been made? 

Mr. Saver. We have authorized $62,450,000. We have disbursed 
$36,733,000. 

Senator McCarran. Why was the remainder not disbursed ? 
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Mr, Saver. We are in the process of disbursing them daily, sir. 
There have been delays in setting up the individual credits but ‘they 
are going forward regularly, sir. 

Senator McCarran. Has there been a greater extent of time ap- 
plied to the Spanish loans than has been applied to the loans to other 
countries, in each item ? 

Mr. Saver. The extent of time for disbursement, sir? 

Senator McCarran. Yes. Have you not dragged your feet a lot 
on the Spanish loan ¢ 

Mr. Saver. I would not say so, sir. 

Senator McCarran. It has been a long time since that $62,500,000 
was authorized. 

Mr. Saver. That is correct, sir. 

Senator Corpon. What are the conditions upon which the bene- 
ficiary or borrowing government can call for morey? Evidently 
there is some condition precedent to getting any portion of the money. 
What are they: first, are there such conditions ? 

Mr. Saver. Yes, sir; there are. 


CONDITIONS OF SPANISH LOAN 


Senator Cornon. Let us stay with the Spanish loan. What are the 
conditions ? 

Mr. Saver. The Spanish loan is broken down into a number of 
projects set up for industrial purposes. We also at the outset au- 
thorized a certain part of the credit for cotton and fertilizer. Those 
loans have gone out very quickly. In other words, we just need the 
evidence they bought cotton in the States and fertilizer and we give 
them the money. Under the mining loans and the other industrial 
loans, they have to buy equipment. 

Senator Corpvon. From us or from anybody? 

Mr. Saver. Our requirement in the first instance is that they buy 
them in the United States. We have had some difficulty in the 
Spanish loans in impressing upon the borrowers that they had to buy 
United States equipment. They prefer to buy it in Europe. 

Senator Corpor. When you disburse the loan you may well pay 
on a bill rendered by a producer in the United States to the Spanish 
Government. 

Mr. Saver. That is the way it is done. We pay the manufacturer, 
the exporter, and charge it to the loan, sir. 

Senator Corvon. We will grant them credit if they buy our 
products? 

Mr. Saver. That is correct, sir, except where we make exceptions 
to the general rule. 

Senator Cornon. Do you have the authority to make the exception? 

Mr. Saver. The bank has because the act does not specify that it 
must be United States goods. 


SPANISH SECURITY 


Senator McCarran. What did you require from Spain as security ? 
Mr. Saver. Nothing. Just the general obligation of the Spanish 
Government. 
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Senator McCarran. Didn’t you call on their gold reserve in the 
Br a Treasury ¢ 

Mr. Saver. No, sir. 

Senator McCarran. You are quite certain of that? 

Mr. Saver. I am positive of that. I can say this one thing, sir. 
We have also made loans to Spain under our own act. We made two 
such cotton loans to Spain. We did not require any security from 
Spain, but what we did, sir, and it is no different from what we ask in 
other cases, we asked the Spanish Government to give us what we 
call exchange assurances, namely, that they would use their resources, 
including gold, to pay our loan. But we did not in anywise ask for 
a collateral pledge or deposit of any of their assets, particularly 
gold. 

Senator McCarran. But that tied up their gold in the British 
Treasury, did it not? 

Mr. Saver. No, sir, there was no covenant on the part of the Spanish 
Government that they would not use that gold; no, sir. 

Senator McCarran. Nothing has impaired their right to use the 
gold that they have? 

Mr. Saver. Under that covenant, sir, they could go out and spend 
or do anything they wanted with the ir en l tomorrow and they would 
not break faith with us. 

Senator McCarran. Tell me what projects have you now pending 
by way of requested loans from Spain ¢ 

Mr. Saver. Requested loans? 

Senator McCarran. Yes; if any. 

Mr. Saver. We have none right at this moment, , because we 
have about utilized the $65 million. 

Senator McCarran. Why do you put it at 65, it is 62 plus. 

Mr. Saver. I misspoke. 


CONGRESSIONAL AUTHORIZATION 


Senator McCarran. 62.5 is the congressional authorization. 

Mr. Sauer. Thi it is correct, and we have authorized $62,450,000. 
So there is only $50,000 remaining. 

Senator McCarran. Now, isn’t there another authorization for 
loans to Spain / 

Mr. Saver. As I understand it, sir; there is another authorization 
by the Congress of up to $125 million aid ot Spain. I do not believe 
the act specifies that it will be on a loan or a grant basis. In any 
event, the bank has not been called upon to have anything to do with 
that up to date. 

Senator McCarran. Hasn’t Spain been requested to operate under 
that ? 

Mr. Saver. I do not know, sir. 

Senator McCarran. None at all? 

Mr. Saver. Spain has not had any dealings with the bank on that, 
sir. 

Senator McCarran. No dealings are now pending? 

Mr. Saver. With the bank? 

Senator McCarran. Yes. 

Mr. Saver. No, sir. 
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Senator McCarran. I do not know whether you know about this, 
but there probably are negotiations on for projects into which this 
Government is going in Spain and I think hinge upon that $125 mil- 
lion, because that $125 million is now carried over by the sid vetinntite, 
act for foreign aid that we passed here just the other day. It has 
been in existence for some time. 

Mr. Saver. The only thing I know about that is what I have read 
in the paper, sir. 

Senator McCarran. You know about that because you have a note 
there, $125 million. 

Mr. Saver. I say all I know is public knowledge. The bank has 
nothing to do with that, Senator. 

Senator McCarran. The bank has nothing to do, but you know of 
the credit of the authorized amount. 

Mr. Sauer. Yes, sir. 

Senator Corpon. Senator Dirksen. 


CREDIT LIMIT 


Senator Dirksen. Mr. Edgerton, what is the outside limit of credit 
for the bank? 

Mr. Epcerron. $414 billion at any one time. 

Senator Dirksen. What is the capitalization ¢ 

Mr. Eneerron. It is $1 billion. The law reads that we may also 
borrow from the Treasury not to exceed 314 times our capital, which 
makes the total of $41 billion. 

Senator Dirksen. What is the average percentage of private par- 
ticipation in the loans you make? 

Mr. SHerwoop. We made an analysis recently of the loans that 
have been made in the last 5 years to private entities and for every 
dollar of money loaned there was more than a dollar and a half of 
private capital that went into it. That does not exactly answer your 
question, but it shows that there was a good deal of private capital 
that went along with the loan dollars. 

Senator Drrxsen. Is there participation in every loan or are gov- 
ernment-to-government loans excluded from the picture? 

Mr. Eperrron. The Government loans are excluded, of course. By 
the participation Mr. Sherwood refers to is meant the industrial equity 
or other capital over and beyond our loan. I am not sure but that 
your question was directed to how other banks participate with us in 
the loans. We do have some participation, but the percentage is quite 
small. Generally, the commercial banks are not in a good position to 
make loans based only on the credit of foreign borrowers. 

United States suppliers, of course, participate often in the export 
credit. We ask them to carry some percentage of the loan, depending 
on their ability to do so, and the aspects of the particular loan. 
Twenty-five percent is a common figure for us to start with. 


BRAZILIAN RAILROAD AND UTILITY LOANS 


Senator Dirksen. Does that participation rule apply to railroad 
and utility loans in Brazil? 
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Mr. Saver. The recent loans that were made do not have 
participation. 

Senator Dirksen. Those are straight-out loans ¢ 

Mr. Saver. To the foreign entity, that is 100 percent financing by 
the bank over and above the downpayment, which they make, but 
there is no supplier participation. 

Senator Drrxsen. Is there a limit on the size of an individual loan 
that you can make? 

Mr. Everrron. No legal limit. 

Senator Dirksen. Your largest loan, I take it, was to France? 

Mr. Epeerton. Yes, sir. 

Senator Dirksen. What is the status of that loan? 

Mr. Saver. We made 2 loans, sir, in 1945 and 1946, a billion two 
together; 550 million and 650 million. The $550 million is the con- 
tinuation of the lend-lease operation. That is maturing both as to 
principal and interest and is being paid. 

The other of $650 million—the principal is just starting to mature. 
The interest has been maturing since the loan was made and that loan 
is also being repaid. 


LEND-LEASE 


Senator Dirksen. You have an item of $1,750,000 in the balance 
sheet that you tag as lend-lease. What is that? 

Mr. Saver. That is a series of loans that we made in 1945 and 1946 
to continue the export of goods that were in the pipelines when the 
war ended. They were about $655 million, sir. They included loans 
to France, to the Netherlands, and Belgium. They were made at a 
low rate of interest for a long term to clean up the goods that were 
in the pipelines. 

Senator Dirksen. The bank has authority to determine how much 
surplus you retained and what it pays in the Treasury? 

Mr. Epcerton. Yes, sir. 

Senator Dirksen. You make that determination ? 

Mr. Eprcerton. Yes, sir. 

Senator Corpon. Sorry, gentlemen, I have to leave. It is very 
interesting to me. I would like to stay and hear this discussion, 
but I have a conference. 

Senator Dirksen will take charge. 

Senator Dirksen. Generally speaking, what is the processing time 
of a loan? 

Mr. Epcrrron. It varies greatly. It is pretty difficult to make any 
specific reply. It depends on the character of the loan, and when 
you begin to measure the time. We do not have a standard form 
for applications for loans. So that the first thing we receive, at 
least from an inexperienced borrower, is his statement of the amount 
of money he needs and what he wants to use it for. Thereafter, we 
develop with him the necessary information to permit us to consider 
it well and sometimes it takes him a long time to supply that. But 
I would say, roughly speaking, that the average time of considera- 
tion is a matter of some months, not days or weeks. This business 
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is difficult and it has to be done deliberately. We do have some com- 
plaints from time to time from people who think they should have 
a favorable answer in a very short time. 


LIST OF LOANS 


Senator Dirksen. Is there any reason why there could not be in- 
serted in the record a list of the loans by countries ¢ 

Mr. Epcrerron. We have it, sir, in this pamphlet which has been 
furnished. 

Senator Dirxsen. Has it been requested for insertion in the record ? 

Mr. Epnererton. No, sir. 

Senator Dirksen. I think it would be interesting country by 
country. 

Mr. Epexrron. We have a rather elaborate table in anticipation of 
that request which might be more than the committee would wart 
to put in. It shows the loans by countries, total authorizations, total 
cancellations, participations, accumulated disbursements, and so on, 
and a similar line for the 6 months ending June 30, 1953. 

(The information referred to follows:) 
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OPERATIONS IN ORIENT 


Senator Dirksen. Have you been asked about your operations in 
the Orient ? 

Mr. Epcerton. No, sir. 

Senator Dirxsen. I wonder if you could not give us a little general 
statement on your loan oper: ations and activities in Japan, Formosa, 
Indochina, India. 

Mr. Epcrrron. I will ask Mr. Sauer to do that. He can do that 
better than I can. 

Senator Dirksen. Mr. Sauer, can you give us that ? 

Mr. Saurr. Yes. At the present time we have only three countries 
in which we are active in the Far East. One is Indochina and the other 
is Japan. I understand the Philippines, too, those three countries. 
Previously we had made loans to China in 1946 and 1947. 

Senator Dirksen. What happened to your Chinese loans? 

Mr. Epcrrron. Could I speak off the record ? 

(Discussion off the record.) 


UNDISBURSED AUTHORIZATIONS 


Senator Dirksen. I see vou have a very substantial amount of un- 
disbursed authorizations. Does that mean the preliminary work has 
been done on a long specification but the money has not been disbursed ¢ 

Mr. Enarerton. That is right. When a credit is authorized, it is 
sometimes authorized with conditions which must be fulfilled by the 
horrower before disbursements will be made. The further dishurse- 
ments are made only as he buys the kind of equipment that is provided 
for in the agreement. It may take some time. So, we make the 
disbursements and he pays his interest only when the disbursements 
are made. There isa long lag in many cases, and a short lag in others. 

Senator Dirksen. Do you promote loans or is the procedure to 
merely let a countrv apply for a loan? 

Mr. Epncrrton. We do not promote any loans at all. 

Senator Dirksen. You could not, of course, be expected to have the 
answer particularly, but what is the situation with respect to the 
loans of the International Bank? 

Mr. Eneertron. I think they are examining a large number of appli- 
cations they have before them, studying them, and from time to time 
they are making the loans or rejecting them as the case seems to war- 
rant. Their procedure seems to be a little different from ours. They 
generally make a very comprehensive survey of the economy of the 
country when they contemplate considering some loans to that country 
because they loan only to the government or with the government 
guaranty. The completion of this study is generally a necessary 
precedent to the actual picking up of the individual loan. So far as I 
am informed, the bank is active. and they are doing their business as 
rapidly as they can and as rapidly as anyone would expect. 

Senator Dirksen. There is one dividend on these loans in which 
Congress has been interested. I think it has a particular interest 
right now. That is the dividend of gratitude. What dividend in that 
tield do we get as a result of these operations? 

Mr. Encerron. I can only answer that, of course, in very general 
terms. We think that practically all of our borrowers are pleased, 
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or at least they express great appreciation. ‘They express their satis- 
faction generally with the treatment accorded by the bank and regard 
the loan made as if it were a favor. Of course, I do not think as a 
general proposition you make so very many permanent friends by 
lending money. 

Senator Dirksen. There have been areas where they thought we 
were essaying the role of Shylock. 

Mr. Eperrtron. I haven’t heard much comment of that kind, sir. 

Senator McCarran. There is a difference between being pleased 
and having gratitude, is there not ¢ 

Mr. Epegertron. Yes, sir; enduring gratitude anyway. 


COUNTRIES CARRYING ON COMPARABLE FUNCTIONS 


Senator Dirksen. What countries carry on a comparable function 
to the Export-Import Bank? 

Mr. Eperrron. I do not know of any that has a comparable func- 
tion. There are some countries that guarantee exchange converti- 
bility of their nationals who do business abroad, but I am not fully 
conversant with the terms. 

Senator Dirksen. Let us go back to our activities in Indonesia for 
» moment. Perhaps you can tell us something of the nature of the 
loans, the amount, and in connection therewith what explorations you 
make in the field of political stability to see what the chances are that 
some of the money will be coming back. 

Mr. Eperrron. I will say that, so far as the field of political stability 
is concerned, we do not make extensive investigations of our own. 
We rely on the other agencies of the Government who are better 
qualified to do that than we are. We just do not know how to appraise 
the politieal stability very far in the future. 

Senator Dirksen. The State Department does that for you? 

Mr. Evecerron. The State Department does that for us. The Com- 
merce Department also is interested, and we take all the advice we 
can get on this subject. 

Senator Dirksen. What about point 4? Now, we have quite an 
assortment of very eager and very able technicians and others going 
abroad in the world who tell people that we are prepared to supply 
a little largesse. Do they promote the loans and then bring you into 
the picture? 

Mr. Eperrton. No; 1 donot thinkso. They serve more as assistants 
to usin the loans we do make. I dare say they may occasionally advise 
both the bank of the loans that they think will be desirable and possibly 
they may advise the. borrowers to make applications, but not as a 
regular thing. They do take a great interest in it because the country 
manager of the TCA program, of course, is chiefly interested in 
anything that goes on in the country which will bring some help to it. 


ACTIVITIES IN JAPAN 


Senator Dirksen. Now, give us some word of your activities in 
Japan. 

Mr. Eperrron. The activities in Japan that I am acquainted 
with 











498 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


Senator Dirksen. Do you want this on the record ¢ 

Mr. Epeerron. Yes; it is quite all right. It is limited to the recent 
loans for the purchase of cotton in the amount of $40 million. That 
is a short-term loan. 

Senator Dirksen. How long? 

Mr. Eperrron. Fifteen months, as I recall it. 

Senator Dirksen. Could you loan for a longer period on a com- 
modity like cotton ¢ 

Mr. Eporrron. Yes, sir. 

Senator Dirxsen. How long? 

Mr. Encerron. It is in the discretion of the bank. We ordinarily 
fit each loan to the purpose to which it is to be applied and in the ease 
of a cotton loan, it is long enough to allow the manufacturer time to 
buy his cotton and make it into cloth and sell it again. If he cannot 
pay the loan by that time, it is hardly worthwhile to make it. 

Senator Dirksen. Any machinery loans? 

Mr. Epvorrron. We have made a oats number of machinery loans, 
of course—not in Japan. 


JAPANESE APPLICATIONS FOR LOANS 


Senator Dirksen. Have there been no applications from Japan for 
loans involving machinery ¢ 

Mr. Eparrron. There was an application filed with us for power 
equipment, but that application was subsequently withdrawn. In the 
meantime, Japan became a member of the International Bank, which 
expressed its interest and ability to make a loan to this character. The 
application was withdrawn from us, and was made to the Internationa] 
Bank. I believe it expects to make the loan. 

Senator Dirxsen. What is the difference in the interest rate between 
the Export-Import Bank and the International Bank ¢ 

Mr. Epoervon. They run about the same now. They make theirs 
as they see fit. We make ours based on a number of considerations, the 
basic one being the cost of money to us. We have to have a margin 
over that when we lend money borrowed from the Treasury. We have 
to have sufficient margin to cover our operating expenses. We have to 
have an additional margin to cover the general element of risk that is 
in all of these loans so that our reserve for unfavorable contingencies 
will be adequate. Then we have to have an interest rate which 1s high 
enough to insure that we are not competing with private capital which 
might come in. So the result of all those amaliieniiicens now is that 
our loans are at about the same rate as the International Bank. 

Senator Dirksen. Any fertilizer loans to Japan ? 

Mr. Epeerton. No. 


TIME TO PROCESS LOAN 


Senator Dirksen. How long did it take to process that Japanese 
loan? Is that a recent loan ? 

Mr. Epcerton. The cotton loan ? 

Senator Dirksen. Yes. 

Mr. Envgerton. I think that took perhaps 2 months. 

Senator Dirksen. Has there been any complaint as to the lag or 
length of time in processing the loan ? 
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Mr. Epncrerron. Yes; we have had a certain amount of complaint on 
that score. Naturally, when a borrower has his application complete, 
he would like to have the money as soon as cosaihte But this is a 
deliberate business; it is not one to be gone into hastily. I think per- 
haps before you came in I made some comment on this point, it depends 
a little on when you begin to measure the time, We have no formal 
application, so that the first inquiry is often in pretty sketchy form. 
If it is promising, we ask for more, and the applicant furnishes some 
more, and perhaps that is not complete. Still he furnishes some more. 
He may think the time of cpnaltarvisiie began when he first made 
inquiry. We feel like it began when he got his application so complete 
that nothing more was needed. 

Senator Dirksen. Have you anything more to offer for the good of 
the lodge, Mr. Edgerton? 

Mr. Encertron. No, sir. I would like to invite the committee’s atten- 
tion to this pamphet, which we thought would answer most of the ques- 
tions that you might want information on. I would like to have the 
first general statement at least inserted in the record. 

Senator Dirksen. Without objection, that will be done. Which of 
the tables in the pamphlet would you like to have included? We will 
leave that to you, I think. 

Mr. Epnorrron. We will take that up with Mr. Smith. We have some 
others that are a little more up to date. 

(The information referred to follows :) 


GENERAL STATEMENT IN Support of REQUEST FOR AN ALLOWANCE OF $1,116,000 ror 
ADMINISTRATIVE EXPENSES FOR THE FISCAL YEAR 1054 


Provision for the bank's administrative expenses does not require an appro- 
priation but rather the establishment of an allowance or limitation respecting 
the use of bank earnings for this purpose. The bank is requesting an allowance 
of $1,116,000 for administrative expenses for the fiscal year 1954. ‘This amount 
is approximately 14% percent of estimated earnings of $90 million for fiscal year 
1954. The requested allowance represents a decrease of $9,000 under the current 
year’s allowance. 

The increased activity of the bank and the wide scope of its lending operations 
is indicated by the fact that loans of $596.6 million were authorized during the 
calendar year ended December 31, 1992, and that outstanding loans and undis- 
bursed commitments in 48 countries totaled $3.2 billion. But the dollar volume 
of credits does not indicate the full magnitude of the workload, These figures 
do not reflect the work involved in analyzing and considering applications for 
credit which are ultimately disapproved. Frequently as much time is spent 
in study of such cases as is consumed in those cases in which the applicationg 
are ultimately approved, Furthermore, the total dollar figure of approved credits 
does not indicate the man-hours consumed in detailed engineering analysis, 
balance of payment studies, analysis of financial statements, appraisal of man- 
agement, and on-the-site investigations abroad in connection with individual 
credits. 

However, the above figures do indicate that the workload of the bank has 
continued to increase with the enlargement of the bank’s portfolio, This in- 
creased volume in addition to the broadened geographic basis of operation has 
increased the work in loan administration. 

Field investigations of existing projects are required for the protection of 
the bank’s investment and many applications for new credits require on-the-site 
investigation. For example, the bank has currently under consideration appli- 
cations for loans amounting to approximately $170 million for development of 
foreign sources of strategic and critical materials. Before decisions can be 
made on many of these applications field investigations will be necessary, The 
bank does not maintain any field offices abroad. 

The bank during the past calendar year authorized strategic and defense 
material credits of over $314 million. In addition it acted as agent in extension 
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of credits of $44 million for production of basic materials abroad out of funds 
made available to other agencies for such purposes. Costs of these services 
are currently being absorbed within the bank’s administrative allowance, 

During the past calendar year representatives of the bank in carrying on 
investigations abroad traveled to Afghanistan, Saudi Arabia, and Turkey in 
the Middle East; to Germany, France, Italy, and Spain in Western Europe; and 
to Canada and most of the countries of Latin America. These investigations 
at times required 6 to 10 members of the bank’s staff to be in various parts 
of the world. It is worth noting that the total staff of the bank, including the 
clerical staff, is only 138 at the present time. Based on its experience of the 
last 19 years the bank has concluded that it is not only more economical but 
also more effective to send representatives abroad from time to time to make 
inspections and investigations rather than to maintain field offices or permanent 
representatives abroad. Another reason that the bank finds it possible to operate 
with a relatively small staff is that it utilizes, as much as possible, the facilities, 
both in Washington and abroad, of other agencies such as the Departments of 
State, Commerce, Agriculture, Treasury, the Bureau of Mines, the Bureau of 
Public Roads, as well as international organizations and commercial banks 
Administrative services such as multilithing and photostating are performed on 
a reimbursable basis by other departments at a considerable saving. 

In addition to the banks’ functions under the Export-Import Bank Act of 
1945, as amended, and its activities under the Defense Production Act as men- 
tioned heretofore, the bank acts as agent for the Mutual Security Agency in 
connection with loans and guaranties under provisions of the Mutual Security 
Act of 1951. Although the act provides that the bank shall be reimbursed for 
these services, experience of the past 4 years has proven that this arrangement 
has definitely increased the general workload of the bank beyond the point that 
reimbursement is practicable. 

It is appropriate here to present some general figures representing the finan- 
cial outlook of the bank, the details of which are found in the budget justifica- 
tion submitted herewith. 

Loan disbursements in the fiscal year 1954 are estimated at $464.7 million, 
and loan repayments and interest should total approximately $495.1 million. 
The net profit in the fiscal year 1952 was $51.8 million and it is estimated to be 
$53.8 million and $58.6 million in the fiscal years 1953 and 1954, respectively. 

It is estimated that by June 30, 1954, the bank will have on its books loans out- 
standing and undisbursed commitments totaling $3,980.5 million. In order to 
administer properly commitments of this magnitude, to investigate and study 
adequately the volume of applications for credit including those which are 
ultimately rejected but which require just as careful analysis as those which 
are finally approved, an average employment of 138 is the minimum required 
for operations during the fiscal year 1954. 

It will be noted in this revised estimate that the bank is not requesting any 
additional employment over the current average of 138 for the fiscal year 1954. 
It may be that the Board of the bank is being too conservative in this regard 
but it is convinced that the requested administrative expense allowance of 
$1,116,000 is the rock bottom minimum required to manage and safeguard the 
$414 billion of public funds entrusted to it to administer. 











THE SUPPLEMENTAL APPROPRIATION BILL, 1954 501 
Comparison of budget for administrative expenses 


Estimated 


Objects Actual, fiscal 





year 1952 Fiscal year Fiscal yes Increase 
1953 (as aT ar or ad» 
|} revis.d) ! oes crease 

Pers»nal services $905, 579 $932, 850 $932, 850 
Travel 33, 852 | 60, 000 53, 250 — $6, 750 
Transportation of things 255 | 1,000 1, 000 
Communicati n service 4 10, 313 12, 000 12, 000 
Rents und ‘tility service 63, 099 | 70, 500 103, 600 33, 100 
Printing wd repr duction | 5, 760 | 7, 000 7,000 |_. 
Other ¢ ntractual services 11,151 | 13, 500 10, 000 3, 500 
Supplies and materials 11, 302 | 12, 000 11, 000 1, 000 
Taxes and assessments 217 | 500 500 

Total 1, 041, 528 1, 109, 350 1, 131, 200 21, 850 
Deduct: Reimbursements $2, 903 | 16, 350 15, 200 1, 150 

Total 1, 008, 625 1, 093, 000 1, 116, 000 23, 000 
Deduct; Adjustments for prior years 3, 281 

Total 1, 005, 344 1, 098, 000 1, 116, 000 23, 000 
Number of employees (net after lapses) 136 138 138 
Loans outstanding $2, 395, 900, 000 = $2, 763, 990, 000 |$2, 823, 500, 0K 
Percent of expenses to loans 0.04 0. 04 0.04 
Net income $51, 800, 000 $53, 800, 000 $58, 600, OLE 
Percent of expenses to net income 1. 00 2. Of 1. 90 


1 Fiscal year 1953 limitation is $1,125,000 
Status of lending, guaranty, and insurance authority at June 30, 1953 
Lending authority $4, 500, 000, 000 


Charges against lending authority: 
Loans oustanding: 


Made with Export-Import Bank funds 2, 514, 020, 751 

Made with commercial banks’ funds 32, 990, 998 

Total loans outstanding ; 2, 547, 011, 749 

Undisbursed commitments. 791, 545, 924 
Allocation for insurance on commodities by Public Law 30, 

S3d Cong., approved May 21, 1953 100, 000, 000 

Total charges against authority 3, 438, 357, 673 

Uncommitted lending authority 1, 061, 642, 327 


Cumulative net earnings of Baeport-Import Bank to June 30, 1958 


Earned surplus: 


Reserved for future contingencies, June 30, 1953_- . $266, 330, 013. 29 
Undivided profits, earnings July 1, 1952, to June 30, 1953, 

net after dividend__- = Secu silicones 29, 270, 688. 03 

_ a as _— zs 295, 600, 701. 32 


Dividends paid: 


To RFC on former preferred stock of bank — fae 20, 905, 178. O64 
To U.S. Treasury on present capital stock : 

Say’ Sh, 1961... 5 .F J _. $20, 000, 000 

eS) ae cictinnilpniiinititoin ambiniiiaheis | a Cee ee 

July 1, 1953 a = wile 22, 500, 000 


ipepeonnnans 62, 500, 000. 00 


Total . ‘ hats dim . slits 83, 405, 178. 04 


Aggregate net earnings, Feb. 12, 1934, to June 30, 
1953 ss “ ; ; ee ; 379, 005, S79. 36 
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PAYMENTS INTO GENERAL FUND OF UNITED STATES TREASURY 


Payments made to the United States Treasury during the fiscal year ended 
June 30, 1953, for deposit in the general fund, representing profits from the bank’s 
regular lending activities as well as receipts from its auxiliary mutual security 
and defense operations, are shown in the following schedule: 





Activity 
Export-Import Bank, regular: 1953 fiscal year 
I sie inten eee $23, 975, 084 
og EN er 20, 000, 000 
Participation in loan, lend-lease funds—_.__...._-_.._-._.----_- 1, 120, 208 
Mutual Security Agency, ECA: 
ee OU Re emi enienseeelinaaaate 19, 287, 437 
Interest on loans from appropriated funds___....____-__-----_ 2, 204, 767 
Defense Production: Interest on obligations._.c.............-.-..- 4, 431 
iain ccearecctntibaecasienaiiae Sel il cicn benaleeneteinsnaniemieuenmanaane 65, 591, 927 


For fiscal years 1954 and 1955, the total of such payments into the general fund 
of the United States Treasury are estimated at $85,858,600 and $87,889,617, 
respectively. 


Classification of goods financed for erport during 6 months ended June 30, 1958 


Amount financed 
(in thousands) 


Machinery and vehicles__.________ aca ce e dt ie inl cee $71,178 
Metals and manufactures (other than machinery) .--.---_-_--_-_____ 1, 447 
a a 207 
CN FOURRIG O oceninenretnte necwin etapa ieditelntedientatds 402 
ELS an alenmnianndboeioalomeioaneainionninmiainaae eam 26, 551 
sel re 614 


OTHER FINANCING 


Liquidation of Brazilian past-due commercial dollar obligations____.___- 120, 000 
I thee cncancncticd a teeta eerie ania ck kp bette ds entices at tliat aioe a a 2, 367 
Total__- 
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Cotton credits extended by Export-Import Bank 
« a a dies i a 
‘ dnree. | Number of | Estimated 
Country | nadierl od allocated “ie "| a bales bales to be 
— eee mente financed | financed 
mpaemnre todos ss endian reap penpeneeneeereeie eee ahaa chs sneabinaiaiaan 
Authorized in fiscal year 1953: 
Ser | Apr. 9, 1953 $12, 000, 000 0 0 55, 000 
PODER. « cSkScennien do 40, 000, 0000 | $11, 968, 330 62, 631 | 137, 369 
7 eres vt : & osiead 
MS crdd tf wd NEN He. 52, 000,000 | 11, 968, 330 62, 631 | 192, 369 
} ———____- ——S—==—= . | = 
Authorized in fiscal year 1952: | | 
UMD issn sicdbctbl .| Apr. 4, 1952 6, 000, 000 752, 776 | 3, 509 25, 761 
Colombia Nov. 1, 1951 20, 000, 000 8, 448, 052 | 36, 841 5 
France gebdeddabibine May 8, 1952 45, 000, 000 26, 844, 601 140, 149 51, 091 
Germany, Western... ._- Sept. 2, 1951 50, 000, 000 49, 439, 829 210, 108 : . 
Japan .| Nov. 15, 1951 40, 000, 000 39, 900, 132 180, 278 |... 
Spain... 222222222222] Jan. 3, 1952 | 12,000,000 | 11, 964, 751 55, 836 | ; 
eee itt eB io eo oe | 173,000,000 | 137,350,231 | 626, 721 76, 852 
Credits previously authorized: 5 *) Frees we tan : 
Czechoslovakia................- Oct, 21, 1936 795, 000 795, 000 14, 005 
Italy Jan. 7, 1937 13, 370, 000 13, 370, 000 204, 934 
PE wciuideced Nov. 3, 1938 2, 599, 700 2, 596, 209 46, 150 
Spain ; July 28, 1939 13, 350, 000 13, 008, 200 245, 986 
Finland... ioe Dec. 24, 1945 17, 000, 000 16, 961, 773 91, 516 | 
Europe-postwar credits 
(1945-46) 3 atthe 95, 706, 625 95, 706, 625 546, 895 
CO iii d ‘ Jan. 3, 1946 33, 000, 000 32, 976, 442 255, 685 | 
NRE Sei ee ais Jan. 21, 1946 25, 000, 000 24, 638, 812 146, 960 
Czechoslovakia May 29, 1946 20, 000, 000 19, 987, 014 111, 262 
Germany Aug. 13, 1947 23, 592, 103 4, 592, 103 24, 800 
Japan Apr. 21, 1948 55, 158, 121 40, 158, 121 246, 550 in 
ann cimneahobsnitet Jan. 11, 1951 12, 977, 100 12, 977, 100 52, 370 “ 
el NESE MPLS em CEN | 312, 548,649 | 277,767,399 | 2,077, 113 . 
SESS S| ===> | = =S 
Total Export-Import Bank | | 
rs eee ee ee 537, 548,649 | 427,085,960 | 2,766, 465 269, 221 
Mutual Security Agency— | 
ee CN o tescteck' | Feb. 8, 1951 5, 000, 000 | 4, 999, 750 20, 181 
Total cotton credits.......- a 542, 548, 649 | 432, 085, 710 | 2, 786, 646 269, 221 








Senator Dirksen. Now, do you have any language change here? 

Mr. Eperrton. No language change. 

Senator Dirksen. Well, if you have nothing more for the educa- 
tion of the committee, we will bid you goodby and move on to the next 
piece of business. 

Mr. Epeerron. We are very grateful to you, sir. 


DISTRICT OF COLUMBIA BAR 


STATEMENTS OF HARRY D. RUDDIMAN AND RICHARD L. MERRICK, 
MEMBERS 


ASSOCIATION 


GENERAL STATEMENT 


Senator Dirxsen. Are you Mr. Ruddiman? 

Mr. Rupprman. Yes. 

Senator Dirksen. Give your name to the reporter. 

Mr. Rupprman. My name is Harry D. Ruddiman, I am a mem- 
ber of the Bar of the Court of the District of Columbia, the Court 
of Appeals, and of the Court of Claims. My residence is in Maryland. 

Senator Dirksen. Who is your associate ? 

Mr. Rupprman. This is Mr. Merrick, of the District of Columbia 
Bar Association. Originally, I had requested permission to testify 
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before this committee but I find since that time the District of Co- 
lumbia Bar Association is going to cover the same points. So I would 
like to relinquish my time to Mr. Merrick, who represents the District 
of Columbia Bar Association. 

Senator Dirksen. Did you perchance appear before the House 
cominitteg when this item was under consideration. 

Mr. Rupprmman. I have appeared before neither committee. 

Senator Dirksen. So this comes as new matter to you. I am inter- 
ested in title 2 of the bill entitled “Payment of Judgment,” sections 
1214 on to 1216 or 1217, inclusive. Now, Mr. Ruddiman, without ob- 
jection at this point I think we will insert the statement here that 
came from young Harold M. Stephens and also Chief Judge John 
Biggs, Jr., of the District Court. and that will go in the record. 

(The statement referred to follows :) 


STATEMENT BY Cuter JupGe Haroip M. STEPHENS AND Cuter JupGE Jonn Brags, 
Jnr., CONCERNING H. R. 6200° 


I 


Sections 1214 through 1221 of H. R. 6200 establish a new procedure respecting 
the payment of judgments rendered against the United States by the United 
States Court of Claims and United States district courts. Section 1214 of the 
bill provides that “there are appropriated, out of any money in the Treasury not 
otherwise appropriated and out of the postal revenues, respectively, such sums 
as hereafter may be necessary for the payment, as certified by the Comptroller 
General, of judgments rendered in the district courts and Court of Claims against 
the United States not otherwise provided for: Provided, That such payments 
may be made upon receipt of transcripts of the judgments from the Attorney 
General.” Section 1215 of the bill, if enacted, would amend subsection (b) of 
section 2411 of title 28, United States Code, with respect to the computation and 
payment of interest on judgments rendered against the United States under 
section 1346 of title 28.2 Section 1216 of the bill, if enacted, would amend snb- 
section (b) of seetion 2516 of title 28 with respect to the computation and pay- 
ment of interest on judgments against the United States by the Court of Claims 
affirmed by the Supreme Court after review on petition of the United States 
There then follows, commencing on line 20 of page 39 of the bill, the section in 
respect of which this statement is presented. It reads as follows: 

“Sec. 1217. Within sixty days after receipt of any transcript of judgment 
from the Attorney General, which in the opinion of the Comptroller General 
should not be paid as rendered, the Comptroller General shall refer such judg- 
ment to the Congress, with a statement of his reasons therefor, and any judgment 
so referred shall be paid out of the appropriation herein made only pursuant to 
specific authorization contained in a general appropriation act: Provided, That 
such authorization may include limitations on amounts to be paid as principal 
sums, interest, attorney's fees, and so forth.” * 

Section 1218 of the bill provides that the annual report of the Comptroller Gen- 
eral shall include a statement of all the judgments certified for payment by him 
during the previous year, showing the dates and amounts thereof and the parties 
in whose favor they were rendered. Section 1219 provides that “the provision of 


'Ry virtue of sec, 331 of title 28 of the United States Code, the Judicial Conference 

’ the United States is required by the Congress to make recommendations for legislation 
respecting the business of the courts. The most recent session of the Judicial Conference 
wes March 26, 27, 1958. But H. R. 6200 was not introduced in the House until July 10, 
1958. and therefore the conference in session has had no opportunity to consider the bill. 
The present statement, however, reflects the views of the chief judges of the 11 United 
States courts of appeals (who, together with the Chief Justice of the United States, 
constitute the Judicial Conference). 

2 Sec. 1346 of title 28 describes the concurrent jurisdiction of the district courts and 
the Court of Claims of certain types of civil actions in which the United States is a 
defendant 

* Though the bill does not so state, it would appear that sec. 1217 of the bill, if enacted, 
would supersede subsec. (a) of sec. 2517 of title 28. which provides as follows: ‘Every 
final indement rendered by the Court of Claims against the United States shall be paid out 
of any general appropriation therefor, on presentation to the General Accounting Office of 
a certification of the judgment by the clerk and chief judge of the court.” 
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law codified as section 2518 of title 28, United States Code, shall not be applicable 
to Judgments payable hereunder.” * Section 1220 of the bill provides that “this 
act shall apply only to judgments hereafter rendered and all laws in effect at the 
time of entering judgments prior to the enactment hereof shall remain in effect 
with respect to such judgments.” Section 1221 of the bill contemplates that 
title II (which is entitled “Payment of Judgments” and includes only sections 
1214 through 1221, above referred to) of chapter XII (entitled “General Provi- 
sions”) of the bill, if enacted, may be cited as the “Payment of Judgments Act, 
1953.” 

Under section 1217, above quoted, of H. R. 6200, if enacted, the payment of a 
judgment rendered against the United States in a United States district court 
or in the United States Court of Claims, even if such judgment is affirmed by 
a United States court of appeals or by the Supreme Court, will depend not only 
upon the decision of the courts, but also upon the future action of the Comptroller 
General and of Congress. If in the opinion of the Comptroller General such a 
judgment should not be paid as rendered, he will refer the judgment to Congress 
with a statement of his reasons therefor. The Congress may then reduce the 
amount of the judgment to be paid to the claimant. If a judgment against the 
United States were so referred to the Congress by the Comptroller General the 
person in whose favor the judgment has been rendered would not be paid the 
amount thereof, or any lesser amount which Congress might see fit to allow, until 
Congress had specifically authorized such payment. This section of the bill 
would, if enacted, in effect make judgments against the United States rendered 
in the district courts and in the Court of Claims subject to review by the Comp- 
troller General and to revision by the Congress.’ 

If section 1217 is enacted grave doubts will arise as to (@) the jurisdiction of 
the Supreme Court to review judgments of the Court of Claims, as provided for 
n section 1255 of title 28, and (b) the jurisdiction of the district courts of certain 
types of civil actions against the United States seeking a money judgment, as 
provided for in section 1346 of title 2s. 

rhe question as to whether or not the Supreme Court could continue to re 
view decisions of the Court of Claims if a provision such as section 1217 of H. R. 
6200 is in force first arose in the case of Gordon v. United States (2 Wall. 561, 
7 ¢. Cls. 1, 117 U. 8S. 697 (1864).° The issue decided by the Supreme Court in 
that case was whether or not under the Constitution the Court could continue 
to exercise appellate jurisdiction over the decisions of the Court of Claims in 
view of section 14 of the act of March 3, 1863 (ch. 92, 12 Stat. 765), providing 
us Tollows: 

“Sro. 14. And be it further enacted, That no money shall be paid out of the 
Treasury for any claim passed npon by the Court of Claims till after an appro- 
priation therefor shall be estimated for by the Secretary of the Treasury.” 
That section 1217 of H. R. 6200 parallels in effect section 14 just quoted is made 
apparent when the description by Chief Justice Taney in Gordon v. United 
States of the effeet of section 14 is considered. Chief Justice Taney said: “But 
no payment of any such claim is to be made until the claim allowed has been 
estimated for by the Secretary of the Treasury, and Congress, upon such esti 
mate, shall make an appropriation for its payment. Neither the Court of 
(Claims nor the Supreme Court can do anything more than certify their opinion 
to decide whether he will include it in his estimates of private claims, and if 
to the Secretary of the Treasury, and it depends uvon him. In the first place, 
he should decide in favor of the claimant, it will then rest with Congress to 
determine whether they will or will not make an appropriation for its payment. 
Neither Court can by any process enforce its judgment; and whether it is paid 


* Sec. 2518 of title 28 provides as follows: “The Secretary of the Treasury shall certify 
to Congress for appropriation only such judgments of the Court of Claims as are not to 
be reviewed or are entered upon mandate of the Supreme Court.” 

That this would be the effect of sec. 1217 of the bill was explained by Mr. John Taber, 
of New York, in the debates in the House of Representatives on secs. 1214 through 1221 
of H. R. 6200 on July 14, 1953. Mr. Taber is the chairman of the Committee on Appro- 
priations. House of Representatives, which submitted a report on H. R. 6200. In the 
course of the debates Mr. Taber said (99 Congressional Record 8959): “Jf there is anything 
that would not bear the light of day, they [the judgments] can be referred to the Congress 
for action by the Comptroller General. * * * Uunless the Comptroller General finds some 
thing in it that is questionable or wrong, it will be automatically and promptly paid. * * * 
If he finds anything the matter with it, he refers it immediately to the Congress ao that 
we can hold a hearing upon it and make whatever determination we desire. In that 
event we would have to appropriate the funds before it could be paid.“ [Italics supplied.} 

* The first-mentioned citation refers only to a very brief report of the decision as stated 
by the Reporter. An opinion by Chief Justice Chase appears in 7 C. Cls. 1 A more com- 
prehensive opinion by Chief Justice Taney appears in 117 U. 8S. 697 
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or not, does not depend on the decision of either Court, but upon the future 
action of the Secretary of the Treasury, and of Congress” (117 U. S. 697, 698, 
699). [Italies supplied.] 

So far as the Court of Claims itself is concerned, Chief Justice Taney said 
that there is no objection to these provisions, since Congress, undoubtedly may 
establish tribunals to examine testimony and decide in the first instance upon 
the validity and justice of any claim against the United States, subject to the 
supervision and control of Congress or the head of an executive department. 
Such authority was likened by Taney to that of an auditor or comptroller, and 
the circumstance that the tribunal was called a court and its decisions called 
judgments could not alter its character or enlarge its power.’ 

But in respect of the Supreme Court different principles were said by Taney 
to apply, since the Court is created by the Constitution and represents one of 
the great divisions of power in the Government, “to each of which the Con- 
stitution has assigned its appropriate duties and powers, and made eac!a inde- 
pendent of the other in performing its appropriate functions. The power con- 
ferred on this court is exclusively judicial, and it cannot be required or author- 
ized to exercise any other” (117 U. S. 697, 699-700). The conclusion reached 
by Taney, therefore, was that the Congress could neither confer nor impose on 
the Supreme Court the authority or duty of hearing or determining an appeal 
from a tribunal the finality and conclusiveness of whose judgments upon the rights 
of the parties was limited by the provision in section 14 of the act of 1863. 

These observations, which have since met with the uniform approval of the 
Supreme Court,’ would appear to apply also to section 1217 of H. R. 6200, since 
under section 1217, as under section 14 of the act of March 8, 1863, “the real 
and ultimate judicial power will, therefore, be exercised by the legislative 
department, and not by that department to which the Constitution has confided 
it” (117 U. S. 697, 708). 

Section 1217 would also appear to be an encroachment upon the judicial power 
which the district courts exercise pursuant to section 1 of article III of the 
Constitution. Because their judgments would not be final, it is doubtful whether 
the district courts, being constitutional courts, could continue to take jurisdiction 
of civil actions seeking money judgments against the United States. A parallel 
point was decided by the Supreme Court in 1792, in Hayburn’s case (2 Dall. 409), 
the ruling in which has ever since been regarded as the law.® The case arose 
under the act of March 23, 1792 (1 Stat. 243), which required the circuit courts 
of the United States to examine into the claims of the officers, soldiers, and sea- 
men of the Revolution to the pensions granted to invalids by that act, and to 
determine the amount of pay that would be equivalent to the disability incurred, 
and to certify their opinion to the Secretary of War. The act authorized the 
Secretary, when he had cause to suspect imposition or mistake, to withold the 
pension allowed by the circuit court, and to report the case to the Congress at its 
next session. The Supreme Court was of the opinion that the act was unconsti- 
tutional and void; that when the decision of the circuit court was subject to the 
revision of a Secretary and Congress, it was not the exercise of a judicial power. 

In view of the seriousness of the constitutional problem which will arise as 
above described from the enactment of section 1217 of H. R. 6200, it is respect- 
fully recommended that the committees in charge of H. R. 6200 give considera- 
tion to the elimination of section 1217. 

Respectfully submitted. 

Haro.p M. STEPHENS. 
JoHN Brees, Jr. 


* These observations by Chief Justice Taney with respect to the Court of Claims would 
not be appropriate if that court were a constitutional court as is contemplated by H. R 
1070, 83d Cong., Ist sess But it is suggested that in such event the court would be 
disabled to entertain jurisdiction of suits against the United States if sec. 1217 of H. R. 
6200 is enacted. , 

8 See, for example, United States v. Jones (119 U. 8. 477 (1886): (upholding the appellate 
power of the Supreme Court over judgments of the Court of Claims after the objectionable 
provision discussed in the Gordon case had been repealed by the act of Mar. 17, 1866, 
ec. 19, 14 Stat. 9)): In re Sanborn (148 U. 8S. 222 (1898) (holding invalid a law similar to 
the one held invalid in the Gordon case)) ; La Abra Silver Mining Co. v. United States (175 
U. S. 4238, 456-457: (1899)) ; Muskrat v. United States (219 U. S. 346 (1911)).; Williams 
v. United States (289 U. 8S. 553 (1933). (holding the Court of Claims to be a legislative, 
as distinguished from a constitutional, court) ). 

® See, for example, United States v. Ferreira (13 How. 39 (1851)) ; Gordon v. United 
States (117 U. 8S. 697, 703 (1864)); United States v. Jefferson Electric Co. (291 U. 8. 
886, 400-401 (19384)). 
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Senator Dirksen. Now, suppose you tell us about the language ? 
Mr. Rupprm an. I understood that Mr. Merrick would read a state- 
ment. 
RESOLUTION OF ASSOCIATION 


Mr. Merrick. My name is Richard L. Merrick. I am chairman of 
a special committee appointed by the board of directors of the Bar 
Association yesterday to present the views of the board and the asso- 
ciation to the committee today. I would like to preface my remarks 
by reading into the record a letter written yesterday by the secretary 
of the association to Senator Bridges, chairman of the Senate Ap- 
propriations Committee, which states: 

Dear SENATOR Brivers: At a special meeting of the board of directors of the 
Bar Association of the District of Columbia, held on Wednesday, July 22, 1953, 
the board of directors duly adopted the following resolution: 

“That the Bar Association of the District of Columbia opposes any pro- 
vision for review of judgments of the United States Court of Claims or the 
United States district courts by any administrative official or agency or by any 
nonjudicial official or agency, and particularly opposes section 1217 of H. R. 
6200 of the 83d Congress, 1st session,” 

A committee, headed by Richard L, Merrick, Esq., and including Messrs. John 
W. Cragun, Alexander M. Heron, Paul M. Rhodes, and Harry D. Ruddiman was 
appointed for, the purpose of presenting the views of the association in this 
matter. 

Very sincerely yours, 
Duptey G. SKINKER, Secretary. 


Mr. Chairman, I have a prepared statement, which is not very 
long. 


Senator Dirksen. Before you begin, let me see if we agree on what 


this language does. 

As I read that, after a transcript of judgment has been entered 
and looked upon and reviewed by the Attorney General, the Comp- 
troller General then also has a chance to view it and if he decides 
it should not be paid, he can refer it to Congress with a statement 
of the reason why it should or should not be paid and then it could 
be paid only when there was specific authorization contained in an 
appropriation bill. In other words, that is not only the entry of a 
judgment in a competent court, but subsequent review and approval of 
that judgment before the money can be paid by the Comptroller 
General and by the Congress. 

Mr. Merrick. We take the position, Mr. Chairman, that that con- 
stitutes the review by a nonjudicial agency of final judgments of the 
Court of Claims and the district courts, and even the Supreme Court 
of the United States, if it should pass on one of these judgments. We 
are opposed to it for that reason. We believe, furthermore, that, it 
would result in an ouster of jurisdiction in many cases of the Court 
of Claims and the district courts in claims against the Government. 

Senator McCarran. Might I make some observations, because I 
have to go across the hall. 

Senator Dirksen. Yes. 

Senator McCarran. Would you mind if I interrupt you? 

Mr. Merrick. No, indeed. 
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CONSTITUTIONALITY OF SECTION 1217 


Senator McCarran. The enactment of section 1217 of House bill 
setae. in my judgment, is unconstitutional, but unless and until it so 
he declared a test case would have to be given effect. Giving it effect 
would mean making the Court of Claims judgment subject to review 
by a nonjudicial authority, the Comptroller General. But the Su 
preme Court cannot take an appeal from the judgment which is not 
final, that is, which is subject to nonjudicial review. Therefore, the 
Supreme Court would not be able to review any of these judgments. 

What is worse, no constitutional court can take juris sdiction of : 
case if its decision is to be subject to a nonjudicial review. Thus, the 
Court of Claims mav be a constitutional court by provision of H. R. 
1070, which passed the House last week, which passed the Senate just 
the other dav. could not take jurisdiction of a Tucker Act case if 
section 1217 became a law. 

Suggestions have been made for modification of the section so as to 
provide in effect for review by the chairman of the named congres 
sional committee. 

For the purpose of mentioning in this memorandum such an amend 
ment would be just as bad as the present language of the section. 
Congress has no inherent right to refuse to pav a Court of Claims 

judement: but if Congress tries by legislation to vest in the chairman 
of its committees what amounts to an appellate jurisdiction over the 
decision of a constitutional court, Congress will be going too far, in 
my judgment. 

This whole new title should have gone to the substantive law com- 
mittee of the House and Senate on Committees on the Judiciary. But 
that is water over the dam. At least, section 1217 should be stricken 
out and should stay out in conference. 

Now, I have a communication here from Mr. Justice Stephens, Mr. 
Chairman, of the Circuit Court of Appeals. 

Senator Dirksen. I think that is the one T just submitted for inclu- 
sion in the record. 

Senator McCarran. Very well. That isall that is necessary. That 
is the observation I had to make. T have to go over to a conference 
committee. 

Senator Dirksen. It would look to me as if 1217 really ought to be 
referred to the Judiciary Committee. 

Senator McCarran. Certainly it should; if it has any merit at all, 

should be screened in there. : 

Senator Dirksen. That is not meant to be an anticipatory judg 
ment. 

Mr. Merrick. The Se - itor has stated it so much better than TI could 
that Iam going t merely ask the chairman—— 

Senator McCarran. T apologize for breaking in on you. 

Mr. Merrick. ‘Th: at is very satisfactory—to permit me to insert my 
statement in the record with one little comment and then T will be 
finished. 

(The statement referred to follows :) 
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STATEMENT OF Ricuarp L, MERRICK ON BEHALF OF THE BAR ASSOCIATION OF THI 
DISTRICT OF COLUMBIA IN CONNECTION WITH SECTIONS 1214-1221 oF H. R. 6200, 
Shp CONGRESS, 18T SESSION 


The Bar Association of the District of Columbia has directed me to appear 
before this committee in connection with the provisions of title 2 of H. R. 6200, 
std Congress, Ist session, as that bill passed the House. At a special meeting 
of the board of directors of the association, the board directed me to appear in 
opposition to any provision of law which would subject the judgments of dis- 
trict courts or of the Court of Claims to the review of any nonjudicial agency 
In particular, the board expressed the opposition of the Bar Association of the 
District of Columbia to the provisions of section 1217 of the House bill. 

As passed by the House, this bill facilitates the payments of such judgments 
as the Comptroller General feels ought to be paid forthwith; but it inhibits 
the payment of judgments with which the Comptroller Gereral disagrees, re 
quiring their “specific” inclusion in a general appropriation act thereafter, if 
they are to be paid, with limitations on the amount of principal, interest, attor 
neyvs’ fees, and so forth 

1 respectfully call your attention to the fact that the overwhelming bulk of 
suit against the United States are occasioned by the fact that the Comptroller 
General has withheld and refused payment. After he hes refused, the citizen is 
compelled to seek redress either in a district court of the United States or in the 
Court of Claims. ‘here he must best plead and prove his case in strict conformity 
with the law, and in an open, adversary proceeding wherein the United States is 
ably and vigorously represented. Only if the court should hold in his favor and 
tind that the Comptroller General was wrong can a judgment be entered; and if 
there be any lingering doubts as to the lawltulness of the judgment, it is subject 
to review on appeal or by certiorari in the Supreme Court in the same way as 
any other judgment. We see no reason to accord the Comptroller General a 
further review and chance to suppert his earlier (and, according to the solemn 
judgment of a court, erroneous) determination by further review of the merits 
of the claim. 

In another view, the legislation would fail of its purpose. For to the extent 
that the Comptroller General concludes that a judgment “should not be paid as 
rendered,” as section 1217 has it, he is by this bill set up as a reviewing author 
ity superior to the courts themselves, including the highest courts in the land. 

And in that connection, the provision runs afoul of constitutional limitations 
arising out of the separation of powers envisaged by the Constitution. It seems 
plainly apparent under the authorities that either (1) this legislation would be 
constitutional, but that the review of court judgments by the Comptroller Gen 
eral would oust the courts of jurisdiction, so that in effect the legislation im 
poses a condition on suits against the United States which the suitor cannot 
fulfill, and hence, merely withdraws jurisdiction to sue the United States: or 
(2) the provision as a whole would fall because of the attempted unconstitu 
tional provision for review of court judgments. 

In the first instance—that is, if the provision for nonjudicial review were 
sustained as constitutional—the legislation would have the effect of ousting the 
jurisdiction in suits against the United States now possessed by the district 
courts. Also, since this bill was passed by the House of Representatives, both 
the House and Senate have agreed to the conference report on H. R. 1070 which 
declares the Court of Claims a constitutional court. Under that legislation, 
and if this provision were sustained as constitutional, the Court of Claims would 
be deprived of jurisdiction. If constitutional, the effect of the legislation would 
be that no court in the country could entertain suits against the United States, 
and the entire burden of passing upon claims—on contracts, on torts, on pay 
and retirement benefits, and the like—would fall again upon the Congress. In 
that view, the bill would put Congress back in the claims business—the very 
thing the Court of Claims was established to avoid, and the very reason that 
the Federal Tort Claims Act was adopted in connection with the Legislative 
Reorganization Act whereby the district courts would hear and adjudge claims 
against the United States arising out of torts according to the same standards 
as those applied in the cases of individuals. 

A rather strikingly similar case arose at the very outset of this Government 
under the Constitution. It was Hayburn’s case (2 Dall. 409 (1792) ) in which the 
claims of widows and orphans for military pensions due to Revolutionary War 
service were committed to the circuit courts and in the event that they found 
the claims warranted, they were to certify their judgments to the Secretary of 
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War who could consider them, or suspend their effectiveness. Thereafter, Con- 
gress could pay the claims or not as it saw fit. At the time the jurisdiction 
sought to be accorded by the act was invoked, the Justices of the Supreme Court 
were on circuit and their individual opinions declining to entertain jurisdiction 
as circuit judges are printed in 2 Dallas. The Court held “neither the Secretary 
of War nor any other executive officer, nor even the legislature, are authorized 
to sit as a court of errors on the judicial acts or opinions of this Court” (p. 410). 
The decisions since that time have consistently reiterated the same view (United 
States vy. Ferreira, 13 How. 40 (1851) ; Gordon v. United States, 2 Wall. 561 (1864), 
opinion printed in appendix at 117 U. 8. 697 United States v. O’Grady, 22 Wall. 
641, 646-648 (1874) La Abra Silwer Mining Co. v. United States, 175 U. S. 423, 
456-457 (1899) Interstate Commerce Commission v. Brimson, 154 U. 8S. 448, 
480-485 (1894); Muskrat v. United States, 219 U. 8. 346, 361 (1911); United 
States v. Jefferson Electric Co., 291 'U. S. 386, 400-401 (1934). Cf. Pope v. United 
States, 323 U. 8. 1, 8-9). 

I might suggest that section 1217 is not the only provision of title 2 of the 
bill which is subject to question. I do call attention to the fact that section 1214 
provides that the Comptroller General “may” pay final judgments; and I 
respectfully suggest that the provision would be less subject to construction 
leading to doubtful constitutionality if the word “may” were changed to “shall” 
so as to be plainly mandatory rather than permissive. 

I wish to emphasize that the bar association of the District of Columbia has 
taken no position opposed to so much of the act as would relieve Congress from 
the necessity of making appropriations case by case, and to the increased lia- 
bility for interest which that delay imposes in certain cases. The association’s 
opposition is limited to the extent I have stated. 


SECTION 1214 


Mr. Merrick. I might call attention, Mr. Chairman, to section 1214 
which we believe contains provisions that are of great benefit in the 
expedition of the payment of judgments. That section, however, pro- 
vides that the Comptroller General may pay final judgments. We re- 
spectfully suggest that the provision would be less subject to construc- 
tion leading to doubtful constitutionality if the word “may” were 
changed to the word “shall” so as to be plainly mandatory rather 
than a permissive provision. 

Now, if it please the Chairman, I will conclude and if there are any 
questions, I will be glad to answer them, if I can. If I cannot, maybe 
Mr. Ruddiman can. 

Senator Dirksen. Is there anything you want to add? 

Mr. Ruppmran. I do not have anything to add to what has been 
said. 

Senator Dirksen. Would you have any knowledge of the genesis of 
this particular title to the supplemental bill ? 

Mr. Merrick. I have no personal knowledge, but I have a letter here 
that might throw a little bit of light on the subject. I really do not 
know which letter it is now, but we knew nothing about the origin 
of it and have very little information as to where it originated except 
it was stated at the meeting of the Board of Directors yesterday that 
someone attributed it to the General Accounting Office. But I under- 
stand that they do not wish to be considered as the originators of the 
proposal. In fact, now they deny that they had anything to do with it. 

Senator Dirxsen. We thank you gentlemen and the matter will 
have consideration. 

Mr. Merrick. Thank you very much for listening to us. 

Senator Dirksen. I will insert in the record at this point a letter 
from Paul J. Reilly and a statement by the American Bar Association. 
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(The material referred to follows :) 


REILLY & Curry, 
New York, N. Y., July 22, 1953. 
Hon. STYLEes BRIDGES, 
Chairman, Senate Appropriations Committee, 
The Senate, Washington, D. C. 

Dear SENATOR BripGes: Supplemental appropriations bill, H. R. 6200, now 
pending before the Senate Appropriations Committee, contains a rider added by 
the House at the request of the Comptroller General which to our minds con- 
stitutes an unwarranted grant of authority to that official. 

The rider, although purporting to be designed to mitigate the amount of in- 
terest paid on judgments against the United States, in effect would make the 
Comptroller General the arbiter as to the wisdom or correctness of judgments of 
the United States courts and make the Congress a forum for the retrial of issues 
decided contrary to the Comptroller General's opinion. 

The rider diametrically opposes the policy long adopted by the Congress in 
many instances of ridding itself of the burden of determining the merits of 
claims against the Government and awarding appropriate compensation. It 
is hard to conceive of any justification for the proposal. If the sole purpose is 
to limit the amount of interest the Government shall pay that should be a fairly 
simple matter even though there is grave moral and ethical doubt as to the right 
of the Government to so limit interest. 

It will be appreciated if you will consider the views expressed above and make 
an effort to have this rider deleted from H. R. 6200 before final passage by the 
Senate, 

A copy of this letter is being sent to all members of the Appropriations Commit- 
tee as we do not know the makeup of the subcommittee which may be considering 
the matter. 

Very truly yours, 
Pau G. Reiity. 
AMERICAN Bar ASSOCIATION 


CHICAGO, ILL, 


The board of governors of the American Bar Association has authorized its 
committee on jurisprudence and law reform and its special committee on court of 
claims to appear before the appropriate committees of the Congress and to file 
a statement for the record in opposition to section 1217 of H. R. 6200, 88d Con- 
gress, 1st session, passed by the House of Representatives on July 15, 1953, and 
introduced in the Senate on July 16 and referred to the Committee on Appro- 
priations. 

The American Bar Association opposes this provision of H. R. 6200 for the 
reason it is contrary to and in violation of article III of the Constitution of the 
United States, and would fail of its purpose in that it proposes to grant to the 
Comptroller General and the Congress of the United States review of decisions 
of the district courts and the Court of Claims if “in the opinion of the Comptroller 
General” a judgment “should not be paid as rendered.” 

Under long established principles of constitutional law, section 1217 is an 
unconstitutional intrusion upon the judiciary. The judicial power which de- 
volves upon the Federal courts under article III, section 1 of the Constitution is 
the power to finally adjudicate and dispose of controversies. 

Muskrat v. United States (219 U. S. 346, 361 (1911)). A court pronounce- 
ment which is subject to administrative or legislative review is not a judicial 
function, Hayburn’s case, 2 Dall. 409 (1792), and, therefore, cannot constitu- 
tionally be performed by a United States district court. United States vy. Fer- 
reira, 13 How. 40 (1851). 

“* * * it is not within the province of courts created by or under the judiciary 
article of the Constitution to give or review judgments * * * [which] are not 
final or binding adjudications” (United States v. Jefferson Electric Co., 291 U. 8. 
386, 400-401 (1934) ). 

Thus in Hayburn’s case, it was held that the circuit court could not exercise 
jurisdiction under an act of Congress which assigned the court to hear claims 
of widows and orphans relating to military pensions, because the act— 

“* * * subjects the decisions of these courts * * * first to the consideration 
and suspension of the Secretary of War, and then to the revision of the legisla- 
ture; whereas, by the Constitution, neither the Secretary of War nor any other 
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executive officer, nor even the legislature, are authorized to sit as a court of 
errors on the judicial acts or opinions of this court” (2 Dall. 409, 410). 

Under these authorities, if title II of H. R. 6200 is enacted with section 1217 
as it now stands, the United States districts courts will be forced to abdicate 
jurisdiction in all claims against the United States. 

The Court of Claims is not a constitutional court and, therefore, cannot decline 
to perform any function which the Congress assigns to it. But, if Court of 
Claims judgments are made subject to administrative and legislative review and 
thereby stripped of their judicial character, the Supreme Court can no longer 
exercise appellate jurisdiction over Court of Claims judgments (Gordon y. United 
States, 2 Wall. 561 (1864), opinion printed in appendix at 117 U. 8S. 697; United 
States v. Jones, 119 U. 8. 477 (1886) ; In re Sanborn, 148 U. S. 222 (1893)). In 
refusing to review a judgment of the Court of Claims which was subject to review 
by the Secretary of the Treasury and Congress, the Supreme Court said in 
Gordon that— 

“The inferior court * * * from which the appeal is taken must be a judicial 
tribunal authorized to render a judgment which will bind the rights of the parties 
litigating before it * * *. Congress [cannot] authorize or require this court 
to express an opinion on a case * * * where its judgment would not be final 
and conclusive upon the rights of the parties * * *” (117 U. S. 697, 702). 

(See also Muskrat vy. United States, supra; Interstate Commerce Commission 
v. Brimson, 154 U. S. 448, 480-485 (1894); United States v. O’Grady, 22 Wall. 
641, 646-648 (1874); La Abra Silver Mining Co. v. United States, 175 U. 8. 423, 
456-457 (1899).) 

The effect of section 1217, therefore, at the least, will be to oust the district 
courts of jurisdiction in all claims against the United States, and to oust the 
Supreme Court of all appellate jurisdiction over Court of Claims judgments. 
Furthermore, both Houses of Congress have passed legislation, which is now 
before the President for approval, to make the Court of Claims a constitutional 
court (H. R. 1070, 88d Cong., Ist sess.). Under this legislation the Court of 
Claims, as a constitutional court, will either have to declare section 1217 uncon- 
stitutional or decline jurisdiction in all of the cases which it now handles, since 
all of its judgments would be subject to administrative and legislative review 
under section 1217. 

The ultimate result would be that no Federal court would have jurisdiction to 
entertain claims against the United States, leaving Congress as the only forum 
in which such claims could be heard. 

Respectfully submitted. 

Apert E. JENNER, Jr., Esq., 
Chairman, Standing Committee on Jurisprudence and Law Reform, 
American Bar Association. 
RicuHarp 8S. Doy ie, Esq., 
Chairman, Special Committee on Court of Claims, American Bar Asso- 
ciation. 


DEPARTMENT OF DEFENSE 
MILITARY CONSTRUCTION 


STATEMENTS OF LYLE S. GARLOCK, DEPUTY COMPTROLLER FOR 
BUDGET; FRANK R. CREEDON, DIRECTOR OF INSTALLATIONS; 
MAJ. GEN. G. HONNEN, CHIEF OF BUDGET DIVISION, OFFICE, 
COMPTROLLER OF THE ARMY; HON. JAMES H. DOUGLAS, UNDER 
SECRETARY OF THE AIR FORCE; AND MAJ. GEN. LEE B. WASH- 
BOURNE, DIRECTOR OF INSTALLATIONS, DEPUTY CHIEF OF 
STAFF, OPERATIONS, AIR FORCE 


REVISED ESTIMATE 


Senator SarronsTauu. This is a discussion of the Department of 
Defense military construction. The original estimate was for $700 
million. The revised estimate was for $400 million. The House com- 
mittee reduced that to zero and the House floor retained it at zero. 
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As I understand it, the Army and the Navy do not request additional 
funds for 1954 but do request to be permitted to use the unobligated 
balances of their funds to carry through their request in 1954. 

General Honnen. May I amend that, sir, to read “1953 and prior 
years” ¢ 

Senator Satronsrati. Yes; 1952 and prior years, and that the Air 
Force requests, or that the Department requests, the putting back of 
$371 million for the Air Force construction. 

Mr. Gartock. That is right. The prior money and that would allow 
them to finance the authorization. 


UNOBLIGATED BALANCE 


Senator SauronsTa... For the purpose of this hearing, let me say 
this: We have now in the Senate Armed Services Committee your 
revamped authorization program. Do you have a copy of the com- 
mittee print of the Army bill? The Army is requesting new authori- 
zation of $146 million and cancellation of $271 million. As of July 
1, 1953, they have an unobligated balance of $900 million. Conse- 
quently, what they ask of this committee is to put in language to 
permit those funds to be used for whatever new authorizations are 
permitted by the Congress, 

Mr. Creepon. Yes, sir. 

Senator Satronstauu. So, that covers the Army. Am I correct? 

Mr. Gartockx. Mr. Chairman, the section at the top of page 2 of 
our reclama is consistent with the language that the Bureau of 
the Budget has forwarded officially for this purpose. 

Senator SavronstTatu. So that we want to get that official lan- 
guage in. 

Mr. Gartock. Yes, sir. 

Senator Sauronsrati. Now, without objection then, that language 
as part of the reclama will be inserted at this point in the hearings 
so that that may be available. 

(The language referred to follows :) 


DEPARTMENT OF DEFENSE 
CHAPTER VII—MILITARY CONSTRUCTION 


(P. 17, lines 6 through 22) 


1953 appropriation , i > eebidpaty . $1, 200, 000, 000 
1853 revised appropriation —__ . . sensi tdi in a 
1954 estimate ___..______ sis Satin ont 700, 000, 000 
1954 revised estimate __- steal Sentatind aod : 400, 000, 000 
House committee__ snide . . ad ‘a 0 
Liouse floor... ‘ iinet nanatneaiil : i. Si 0 


(House hearings, pt. 2, p. 1) 
The Department of Defense requests the following amendment : 
PROPOSED AMENDMEN' 
Page 17, lines 6 through 22, strike out: 
“Not to exceed $240,776,000 of the unobligated balances of funds heretefore 


granted under this head shall be available, until expended, for acquisition, eon- 
struction, installation, and equipment of temporary or permanent public works, 
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wilitary installations, and facilities for the Air Force, as authorized by the act 
of October 27, 1949 (63 Stat. 936), as amended, the Act of June 17, 1950 (Public 
Law 564, Highty-tirst Congress), the Act of January 6, 1951 (Public Law 910, 
Fighty-first Congress), the Act of September 28, 1951 (Public Law 155, HKighty- 
second Congress), and the Act of July 14, 1952 (Public Law 534, Bighty-second 
Congress), without regard to sections 1136 and 8734, Revised Statutes, as 
amended, and the land, and interests therein, may be acquired and construction 
may be prosecuted thereon prior to the approval of title by the Attorney General 
as required by section 355, Revised Statutes, as amended; and hire of passenger 
motor vehicles.” and insert in lieu thereof the following: 

“For an additional amount for acquisition, construction, installation, and equip- 
ment of temporary or permanent public works, military installations, and 
facilities for the Air Force, as authorized by the Act of March 30, 1949 (63 Stat. 
17), the Act of October 27, 1949 (63 Stat. 936), as amended, the Act of June 17, 
1950 (Public Law 564, Kighty-first Congress), the Act of January 6, 1951 (Public 
Law 910, Bighty-first Congress), the Act of September 28, 1951 (Public Law 
155, Eighty-second Congress), and the Act of July 14, 1952 (Public Law 534, 
Eighty-second Congress), without regard to Sections 1136 and 3734, Revised 
Statutes, as amended, aud the land and interests therein, may be acquired 
and construction may be prosecuted thereon prior to the approval of title by 
the Attorney General as required by Section 355, Revised Statutes, as amended ; 
and hire of passenger motor vehicles; $371,222,000 to remain available until 
expended.” 

Sec. —. Funds appropriated to the Departments of the Army, Navy, and Air 
Force under the headings “Military Construction,” “Public Works,” and “Acqui- 
sition and Construction of Reel Property,” respectively, in fiscal year 1954 and 
prior years are hereby made available for military public works authorized 
for such departments by any law cited in such appropriations or any law enacted 
during the Highty-third Congress: Provided, That not to exceed $5,000,000 of 
such funds appropriated to the Department of the Army, and not to exceed 
$1,500,000 of such funds appropriated to the Department of the Navy, shall be 
available for the purposes of advance planning as authorized by Section 504 
of the Act of September 28, 1951 (65 Stat. 364), in addition to amounts previously 
made available for such purpose. 


EFFECT OF PROPOSED AMENDMENT 


Department of the Army 

The effect of this language will be (1) to permit the use of unobligated balances 
of prior appropriations to finance previously authorized construction projects 
or those authorized hereafter during the current Congress, and (2) to authorize 
the use of the stated amounts of prior appropriations for advance planning. 


Department of the Navy 

The proposed amendment would permit the Navy to accomplish the most 
urgently required public-works projects in its program in fiscal year 1954 within 
amounts presently available in the Navy’s public-works appropriation. Fur- 
thermore, this amendment affords the necessary flexibility in reprograming 
public-works projects which have previously been authorized. 
Department of the Air Force 

This amendment will provide for the appropriation of funds to cover the 
cost of previously authorized projects totaling $371,222,000 in lieu of the $240,- 
776,000 which the House approved and directed be financed from unobligated 
balances previously appropriated under this head. The amendment would also 
permit the Department of the Air Force to finance projects previously author- 
ized, or to be authorized in the military public-works bill (S. 2361) now pending 
before the Congress, from unobligated balances of this and prior year appro- 
priations. 

HOUSE COMMITTEE REPORT 


The House committee report recommended approval of $240,776,000 for the 
Department of the Air Force for the projects included in the budget estimates 
and directed from that the funds be derived from unobligated balances presently 
available from prior years’ appropriations, 
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JUSTIFICATION OF PROPOSED AMENDMENT 


Department of the Army 

The Department of the Army as well as the other military departments has 
substantial unobligated balances of construction funds. Some are available 
for new work due to cancellation of projects in the essentiality review and 
through savings on others. The language will insure that these funds are used 
to the best advantage of the Government by permitting their application to any 
public-works authorization not previously financed. In addition, the language 
will obviate the necessity for new appropriations this year to finance new projects 
being considered for authorization by the Armed Services Committees. 

The appropriation of funds for advance planning of projects not yet authorized 
is provided for by section 504 of Public Law 155, 82d Congress. This advance 
planning makes it possible for the military departments to present firm and 
carefully considered construction programs to the Congress when requesting 
legislation authorizing such construction. In order to properly plan and prepare 
future construction programs for submission to Congress, it is estimated that 
$5 million will be necessary for adequate advance planning during fiscal year 
1954. The proviso above would make that amount available. 


Department of the Navy 

The Navy currently has an urgent requirement for construction projects not 
previously authorized in a total amount of $96,138,000. These projects are 
presently before the Congress in the 1954 military construction authorization 
bill (S. 2361). In addition, there are certain other projects which have pre 
viously been authorized but which have not yet been financed which are con 
sidered to be urgently required by the Navy. In the anticipation that the 1954 
military construction authorization bill will be favorably considered by the 
Congress, the Navy recommends the inclusion of the attached proposed amend 
ment which will permit accomplishment of the projects listed in the bill without 
requiring any additional public-works appropriations. The proposed amendment 
also makes existing public-works appropriations available for military public 
works heretofore authorized. 

In order to permit accomplishment of these urgently required public works 
projects, it is anticipated that sufficient funds will be made available by reason 
of savings on projects now under contract or completed and as a result of de- 
ferrals or reduction of other funded public-works projects. 

Department of the Air Force 

The Department of the Air Force requests the proposed amendment for the 
following reasons: 

(1) To obtain an appropriation of funds which together with unobligated 
balances available will permit the financing of the urgently required approved 
construction program and the anthorized projects which are included in the 
justification to be presented to this committee; and 

(2) Authority is desired to permit the financing of projects of high priority 
included in the military public works construction bill (S. 22361) now pending 
before the Congress from unobligated balances of appropriations made under 
this head for this and prior years. 

The bill as approved by the House would not provide the minimum funds 
considered necessary to permit the Department of the Air Force to continue 
in an orderly manner the construction program presented to the House Com- 
mittee and to be presented to this committee. Neither would the bill as ap- 
proved by the House permit the financing of those high priority projects, con- 
sidered as urgently necessary, which are included in the authorization bill 
(S. 2361) now pending before the Congress, 

In view of the urgency of the projects included in the authorization bill and 
the indicated early action by the Congress, it is requested that this appro- 
priation be made and the language be such as to provide the Air Force with 
funds and iegal authority by which we can go forward in an orderly manner 
to complete our urgently required construction program. 


Language contained in the House approved bill 


The language as now contained in the bill could be interpreted to restrict 
the Department of the Air Force to obligate not in excess of $240.776.000 of 
the unobligated balances from prior-year appropriations for the construc- 
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tion program. This was not the intent of the House committee as indicated 
by its report and as further indicated by statements made on the floor of the 
House. However, a clear statement in the language of the bill expressing the 
intent of Congress would be most helpful in resolving any doubts that might 
exist. 


Financing of military public works construction projects included legislation 
now pending before the Congress (8. 2861) 

The military public works authorization bill for fiscal year 1954, now pend- 
ing before the Congress (S. 2361), was developed and submitted with the under- 
standing that no specific appropriations, in addition to that now before your 
committee, would be requested in fiscal year 1954 in support of the authoriza- 
tions contained in that bill (S. 2361). 

The language change proposed in this bill (H. R. 6200) is designed to permit 
the Department of the Air Force to finance projects included in the fiscal year 
1954 authorization bill (S. 2361) from unobligated balances of prior-year appro- 
priations. The proposal to finance these projects from prior-year funds is in 
agreement with a similar proposal made by the Department of Defense to the 
Bureau of the Budget for financing of authorizations included in the military 
public works authorization bill. If adopted, this provision would permit the 
appheation of funds “Appropriated for acquisition and construction of real prop- 
erty” in this and prior years to those military public works projects of highest 
priority heretofore authorized, or to be authorized, under the pending bill (S. 
2361). If this authority is granted, the Department of the Air Force will apply 
approximately $300 million from unobligated funds previously appropriated to 
those projects most urgently required at this time. The lower priority projects 
from which these funds will be diverted will have to be deferred. 

In presenting this plan to the commitee it is recognized that these unobligated 
funds could be applied to the high priority items requested in this appropriation. 
However, the new authorization bill (S. 2361) and this appropriation request 
were developed and presented by the Department of Defense as companion 
measures which are needed this year to permit the buildup of the base structure 
for the Air Force to keep pace with other elements of the interim program for the 
120-wing Air Force. If these funds are applied to finance projects included in 
this request, additional supplemental appropriations will have to be requested in 
the immediate future to support the urgently required projects for which author- 
ization is now pending and which we believe the Congress will approve. 

Request for approval of deferred projects 

There is detailed below the justification for requesting approval of projects 
totaling $130,446,000 over the $240,776,000 approved by the House. Specific 
comments are addressed to items enumerated in the House committee report: 

Warehouses.—The committee limitation of $6 per square foot on all general 
types of warehousing does not allow the flexibility to apply regional cost factors. 
The Air Force requests that the limitation, if one must be made, be applied as an 
average figure so that overages in high cost areas may be absorbed by favorable 
prices in low-cost areas. This would also dispense with any additional certifica- 
tion from the Secretary of Defense beyond that required for section 638 clear- 
ances, 

Post exchanges.—The committee requested a review of the policy under which 
buildings would be provided for post-exchange activities. The Department of 
Defense initiated a study to develop a policy for funding of morale, welfare, and 
recreation facilities in August 1951. On January 19, 1953, Department of De- 
fense Directive No. 1330.2 was published over the signature of the Deputy Sec- 
retary of Defense. The following extract from this directive is quoted: 

“TIT. Guidance: 

“A. Morale, welfare, and recreational facilities, for the purposes of this 
directive, are those for activities of the following types which are located within 
installations under the military command of the Army, Navy (including Marine 
Corps, and in time of war, the Coast Guard), or Air Force, or on property owned 
or controlled (by lease or other means) by a military department: 

“Athletic—including badminton, baseball, basketball, bowling, boxing, football, 
foot racing, golf, gymnastics, handall, horseshoes, pushball, soccor, softball, 
squash, tennis, wrestling, ete. 

“Recreation—including clubs, game rooms, guest houses, libraries, messes 





(open), motion pictures, theaters, etc. 
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“Resale activities—including exchanges, and their component activities or 
services. 
. * * a * * * 


“©. The use for morale, welfare, and recreation activities of existing facilities 
constructed with appropriated funds, or those being or to be constructed with 
appropriated funds, is approved.” 

As to space requirements of the various facilities, the three services have come 
into agreement on allowances and have made a combined recommendation to the 
Secretary of Defense. The Air Force has established standard criteria less than 
the amount recommended and the projects requested at these five stations are 
still below the Air Force standard. The unit cost of $14 per square foot is the 
estimated national average cost of this type construction. 

Family housing improvements.—The deletion of $1,821,000 for improvement to 
certain family housing units will require Air Force families to continue to live 
under substandard conditions. The quarters, 1,278 units, were approved for 
construction in 1946 but with a restriction of $7,500 per unit. With the rising 
costs of that period it was known that an adequate house could not be built but 
due to the extreme housing shortage, it was decided to go ahead and construct 
what the dollars would buy. As a result, the Air lorece has what is known as 
shell housing, that is, the shell has been completed, floors are soft pine, exterior 
walls are unfinished cinder block, doors were provided only for outside openings 
and the bathroom, interior trim was eliminated, and other similar moneysaving 
steps were taken. During the intervening time, some of the units have been 
improved by the occupants or were in a more favorably priced locality when the 
original construction was done, so that now only 1,071 units are proposed for 
completion. This project proposes the provision of hardwood floors, plastering 
for all interior surfaces, interior trim, doors, and painting at an average cost of 
about $1,700 per unit. 

Bases on which construction has been delayed.—The Air Force requests the 
reinstatement of 10 bases which the committee deleted due to lack of initiation 
of construction or serious delay in construction. Individual bases are: 

Foster Air Force Base, Tex.: All outstanding ($4.8 million) scheduled for 
award by September 1953. 

Harlingen Air Force Base, Tex.: All outstanding ($6.7 million) scheduled for 
award generally by August 1953. 

General Mitchell Field, Wis. (Reserve training): Held up by base use agree- 
ment which is believed near solution. Air Force has furnished draft of agree- 
ment thought to be agreeable to the city of Milwaukee. 

Laurance C. Hanscom Field, Mass. (Reserve training): Held up by siting 
difficulties. The relatively small amount of apron included in this request 
should be allowed for merging in the currently approved construction. 

Niagara Falls Municipal Airport, N. Y. (Reserve training) : Unawarded pro- 
gram, about $3.8 million, is scheduled for award during the fall of 1953. 

Abilene Air Force Base, Tex.: Major portion of program ($14.3 million) is 
scheduled for contract award by December 1953. 

Blytheville Air Force Base, Ark.: Major portion of program ($12.1 million) 
is scheduled for contract award by September 1953. 

Bunker Hill Air Force Base, Ind.: Major portion of program ($15.6 million) 
is scheduled for September 1953. 

Dow Air Force Base, Maine: Major portion of program ($6 million) is 
scheduled for award in November 1953. 

Homestead Air Force Base, Fla.: Major portion of program ($15.5 million) 
scheduled for award December 1953. 

Land acquisition—The Air Force requests reinstatement of land acquisition 
at James Connally Air Force Base. The Air Force requested 300 acres of land 
at James Connally Air Force Base to be used as an explosives storage area. The 
cost was estimated at $150,000. 

Kelly Air Force Base.—The Air Force requests the reinstatement of the con- 
struction program at Kelly Air Force Base. Kelly was selected as the mainte- 
nance center for heavy-type aircraft after the whole maintenance complex of the 
Air Materiel Command was surveyed. The existing heavy maintenance facilities 
in contrast to their lack at other depots, plus the assignment of other types of 
maintenance to the other depots, was the deciding factor in the selection of Kelly 
for this mission. In order to accommodate the heavy-type aircraft to be serviced 
the runway system must be expanded, which necessitates the land acquisition. 
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The cost of the land is attributable to the encroachment of the urban area of San 
Antonio. 

Reese Air Force Base.—The Air Force requests the reinstatement of the parallel 
runway at Reese Air Force Base. 

The mission of Reese Air Force Base is to train basic multiengine pilots to 
qualify them for entry into advanced multiengine training. The accomplishment 
of this mission necessitates the devotion of considerable time to takeoffs and full- 
stop landings, including simulated instrument takeoffs and landings which to 
gether create a congested air traffic situation. 

Reese Air Force Base will have a stabilized student load of 420. To accomplish 
the training mission, 190 training aircraft will be required. Each student pilot 
will receive approximately 140 hours of flying training during the 5 months’ 
course at Reese Air Force Base. 

The fiscal year 1953 program for Reese Air Force Base was predicated on the 
approved master plan in effect at that time, and inclnded authorization for dual 
new north-south runways and the one new east-west runway. To permit maxi 
mum utilization of existing pavement it was later determined that the existing 
east-west runway was suitable for economical rehabilitation to fulfill require- 
ments for a crosswind runway. It was not considered feasible to utilize the 
existing north-south runway as part of the dual runway concept for the following 
reasons : 

Its location violates lateral clearance criteria. 

The condition of the existing surface and base are unsatisfactory and 
would require extensive rehabilitation in order to be operationally satis- 
factory. 

Its location precludes expansion of the parking and maintenance apron in 
the only logical and practical direction, i. e., directly in front of the flight-line 
maintenance facilities. 

It can be utilized as a taxiway to serve the new dual north-south runways 
and the rehabilitation of the east-west runway. 

The student load and flying training curricula necessitates the accomplishment 
of approximately 12,000 flying hours and 23,000 takeoffs and/or landings each 
month. Because of the increased safety factors necessary to train embryo pilots, 
the single runway is capable of supporting a maximum of 15,000 landings and/or 
takeoffs per month. The construction of a parallel runway will permit approxi- 
mately 50 percent increase in the total number of takeoffs and/or landings, and, 
therefore, it is mandatory for the accomplishment of the training mission at 
Reese. 

The base structure required to conduct pilot training in support of the 120-wing 
Air Force was based on utilizing parallel runways which will permit maximum 
student production from each training base. If parallel runways are not pro- 
vided, additional training bases will be required in order to accomplish the 120- 
wing Air Force pilot-training program. 

Fencing at George Air Force Base.—The Air Force requests reinstatement of 
the security fence at George Air Force Base. In the hearing before the House 
subcommittee the Air Force stated that a savings might he realized on this item, 
if the fencing were available from stocks on hand, leaving only the application 
of funds to erection and incidentals. Use of fence from any available stock would 
be dependent upon the on site cost. 

Webb Air Force Base.—The Air Force requests the reinstatement of the Air 
Base group headquarters building at Webb Air Force Base. The Air Base group 
is currently sharing space with the wing headquarters, causing an overcrowded 
condition for each. The student load and assigned aircraft is scheduled for 
a 40-percent increase which will generate a resultant increase in the activities of 
these two organizations. 

Air University.—The Air Force requests the reinstatement of the project for 
the Air University at Maxwell Air Force Base. The committee deleted this 
project on the basis of an apparent increase in the number of supporting per- 
sonnel and stated that they wanted a complete study on the conduct and function 
of the Air University. 

The Air University is a level program and no significant changes are contem- 
plated in the future. In the basie request for funds for new construction at 
Maxwell Air Force Base, 2.300 civilians were reflected under base population 
personnel, This end fiscal year 1956 anthorization is for all Air University 
units to include the activities located at other locations, such as Air Force ROTC 
program, Institute of Technology, Wright-Patterson Air Force Base, USAF 











Pe 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 519 


School of Aviation Medicine programed for Brooks Air Force Base, and the 
Medical School at Gunter Air Force Base, Ala. 

The Air University is considered the Air Force center of professional military 
education. Considerable care was exercised by the Air Force in assigning only 
homogeneous activities at Maxwell Air Force Base. The educational and research 
activities located on Maxwell Air Force Base are complementary. 

The inadequacy of present facilities can best be illustrated by the fact that 
the Air Command and Staff School occupies 388 separate and widely scattered 
buildings. It includes 

(a) Thirty-eight percent of existing family apartments are used for the aca- 
demic mission. If adequate floor space were provided for the academic mission, 
100 percent of the family apartments would be diverted. The present utilization 
is a compromise between evicting families and allocation of adequate facilities 
to the academic mission. 

(6b) One thousand airman spaces are being used in support of the schools. 
By depriving airmen of this needed housing, airmen are being housed at 55 
square feet per man. Adequate dayrooms cannot be provided. 

(c) Numerous warehouses, mess halls, and miscellaneous squadron buildings 
are being used for the academic mission. 

The plan adopted by the Air University to accomodate the school activities 
was based on the assumption that new construction would be authorized. There- 
fore, all modifications of buildings were accomplished in accordance with a 
master plan. A very detailed engineering study has been made revealing that 
there is an existing need for all the buildings which would be vacated when 
new construction is completed, for activities currently assigned to Maxwell Air 
Force Base. As an example, the airmen barracks and the family quarters would 
again be used for housing of airmen and families. This new construction, there- 
fore, is designed to return these diverted facilities to the purpose for which 
designed, thereby putting the base in balance with the current mission. 

Paine Air Force Base.—The Air Force requests the reinstatement of Paine 
Air Force Base. Paine Air Force Base is designated as a long-range reserve site. 
This site serves the Seattle-Tacoma-Everett area. The acquisition of land and 
improvements thereon will permit the immediate establishment of an operational 
Air Force reserve flying training center utilizing existing facilities to be acquired 
with this purchase. The additional construction requested is intended to aug- 
ment a portion of these facilities. Where facilities already exist, construction 
items such as aircraft parking apron, aircraft maintenance shops, warehousing, 
and utilities have been eliminated or reduced in scope to avoid duplicate facili- 
ties. 

The proposed purchase of land and improvement thereon at a negotiated (LS) 
price of $607,000 compared with the appraised market value of $1,159,770 as 
determined by the Seattle district engineer office is considered a sound and 
economic investment. Approximately 310 acres are involved. Of this amount, 
approximately 100 acres (actually 90.7 acres) together with improvements 
thereon will be for the exclusive use of the reserve unit. This area is located 
adjacent to the air defense leased area at the south side of the airport and will 
permit joint use of common facilities. The balance of 210 acres designated as 
an ordnance area and located on the east side of the airport is being donated 
by the county with this transaction. This ordnance area will be used jointly 
by the Air Defense Command and the Air Force Reserve training center to meet 
requirements. A summary of the appraised market value of this property fol- 
lows: 
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Land value: Approximately 310 acres (partially cleared land) at $400 
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From the foregoing appraised market value the negotiated price of $607,000 is 
considered fair and reasonable. In fact, the soundness of this investment is 
indicated by the fact that an operational Air Force Reserve training center can 
be established without delay upon obtaining an immediate right of entry to this 
property. Moreover, in the event of national emergency there will be a contin- 
uing need for these facilities to fulfill the requirments of regular units. 

Reserve training Ellington Air Force Base.—-Reinstatement of the troop hous- 
ing and messing for Air Reserve training at Ellington Air Force Base is re- 
quested. The troop housing will be used for permanent Air Force personnel 
assigned to duty with the Reserve. The mess will be used, in addition to its 
normal use as a mess, for on-the-job training of Reserve personnel. 

French Morocco.—The committee has deferred additional funds for French 
Morocco, directed no construction funds be obligated at Boulhaut and El Djema 
Sahim, requires a complete review of what is to be built, where it is to be built, 
and how much it will cost before clearing any more appropriations. The review 
has been initiated, but the Air Force requests appropriations be cleared and work 
allowed to proceed pending the completion of the review and that the section 407 
clearances be considered sufficient without the additional requirement of also 
clearing with the Appropriations Committee. 

Far East.—The Air Force requests relief from the restriction the committee 
placed on funds for Far East Air Force installations. The committee directed 
no allocation of funds for these bases “until funds appropriated for these facili- 
ties in fiscal year 1953 have been approved for obligation under this section.” 
The Air Force believes that the normal section 407 clearance is sufficient. Under 
the wording of the restriction, one item on any base would be sufficient to hold 
up the entire program currently under consideration for the Far East Air Force. 

Commissaries at Andersen Air Force Base.—The Air Force requests the cost 
of the commissary at Andersen Air Force Base be restored to $302,000. The 
equivalent cost in the United States is estimated at $120,800, for this 10,895 square 
foot building. This building is required to replace wartime temporary con- 
struction damaged by typhoons; to provide a food sales store for approximately 
1,500 service families living on the base or adacent military establishments. 
The structure will include sales space and considerably more storage than a 
normal market in the United States. The fodstuffs arriving here will be trans- 
ported by ocean vessels and will necessarily be in large shipments. 

Package bases.—The Air Force requests amendment of the committee ruling 
denying funds for the package bases due to lack of firm agreement, to permit 
the application of existing funds if agreement on bases is reached during con- 
gressional recess without the necessity of the committee reconvening to grant 
special clearance. 


Total market value__ 


Projects included in the classified supplement to the committee report 

Section 407 clearances.—The committee deleted funds for two bases in the 
classified supplement to the report where section 407 clearances had not been 
secured. It is believed that the same situation prevails here as in FHAF dis- 
cussed above. Denial of funds now means a lapse of about a year before they 
again may be considered. 

Base rights——The Air Force requests reinstatement of seven bases denied by 
the committee in the classified supplement to the report due to lack of firm 
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base rights agreements. The Air Force requests these stations be reinstated 
so that when the agreements are completed, the only congressional clearances 
necessary Will be those under section 407. 

Troop housing and messing.—The Air Force requests the reinstatement of troop 
housing and messing denied by the committee in the classified supplement to 
the report on the basis that funds should be restricted to operational facilities. 
These two isolated locations are not a part of any larger establishment and troop 
housing and messing facilities are as important to the operation of the establish- 
ment as of any of the strictly technical buildings. 

Personnel processing centers——The committee denied funds for a personnel 
processing center pending a study and on the basis that statements of coordi- 
nation with the Department of the Army were not well founded. The necessity 
for both Army and Air Force personnel processing centers at the ‘spec: fied 
location has been coordinated with the Department of the Army at both 
field and headquarters level. The two sites are adjacent. The Department 
of the Army has received section 407 clearance for the construction of the 
first increment of their program. The facilities proposed have been screened 
against those of the Army and do not include any items which the Army could 
provide for Air Force use. This does not mean that the two services will 
not build many of the same type facilities on each base. 

Prefabricated buildings.—The Air Force requests that reconsideration be given 
to the committee action which reduced the cost of troop housing and messing 
facilities at two bases to $550,000 each, based on greater use of prefabricated 
buildings. The Air Force requests the committee’s permission to decide on the 
use of prefabricated buildings at each particular site depending on the various 
conditions involved. Reinstatement of the funds is requested to permit the 
decision to be made. 

Communication facilities —The Air Force requests reinstatement of $7,040,000 
for communications facilities, denied by the committee due to slow obligation of 
prior funds. The current schedule indicates that the completion of awards 
with prior funds will be accomplished during the first quarter of calendar 1954. 
Unless these funds are restored the award of contracts for these stations will be 
delayed until the next appropriation bill. Inasmuch as this is a net of commu- 
nications, delay of attainment of operational capability on a few stations will 
affect the efficiency and coverage of the whole net. 

Use of prefabricated buildings.—The committee specified a greater use of pre- 
fabricated buildings in certain overseas areas. The Air Force requests the 
committee to express a preference for greater use of prefabricated buildings, but 
allow the services to use or not to use prefabricated buildings according to best 
engineering judgment at locations involved. 


QUESTION OF DUPLICATION 


Senator Sauronstatu. Now, as I see it, the question of what new 
authorizations you request is not properly yet before this committee 
because it is being considered by the Armed Services Committee. Do 
you agree with that? 

Mr. Gartock. That is entirely up to the committee. We would 
certainly give this committee an opportunity to hear us before actual 
construction would start in either case. 

Senator Sauronstat,. That would be before the Appropriations 
Committee. 

Mr. Gartock. Yes, sir. 

Senator Satronsraut,. Or before actual construction was started, 
even though you had the funds. 

Mr. Gartock. Yes, sir. 

Senator SauronstaLL. When would you make that appearance? I 
mean why would you make another appearance? 

Mr. Gartock. We will be available to appear before the committee, 
if you desire. 
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Senator Savronsraui. Then I would like to ask Senator Dirksen, 
who has not perhaps been as familiar with this as I am, this question: 
Senator Dirksen, do you see that it is for the Appropriations Com- 
mittee under these circumstances, where there are no new funds 
requested, where the bill is pending before the Senate Armed Services 
Committee as to what the new authorizations will be, that this com- 
mittee should go into those authorizations at this time? If it does, 
it is pure duplication of work. 

Senator Dirxsen. It is not the authority of this committee, to begin 
with, to go into the authorizations. That is a legislative matter and 
what his commitee does, of course, would be contingent upon the 
findings of the legislative Armed Services Committee of the Senate 
and the House. 


BILL PENDING BEFORE ARMED SERVICES COMMITTEE 


Senator Savronstatu. So if the Armed Services Committee, which 
still has the bill pending and the House Armed Services Committee, 
which still has its bill pending, authorizes out for the Army $146 mil- 
lion, which they request; when that is done and the bill becomes law 
or when it passes both branches, then this committee can determine 
how much of the money do they want to reappropriate in order to make 
it available for these $146 million authorizations. 

Senator Dmxsen. If this matter were to come on for any disposi- 
tion this afternoon, I would feel almost constrained to go into all of 
this so-called advance planning on these projects and your committee 
is going to have todo it anyway. Your committee has jurisdiction in 
the matter. I think you might just as well build the record there. I 
can understand the solicitude over the adjournment fever at the mo- 
ment. You want to be sure you get in under the wire before this 
deliberative body goes home for the summer. 

Mr. Gartockx. We want to give you adequate opportunity to hear 
them. 

Senator Dirksen. If there is adequate urgency about it, I am con- 
fident that Congress will deal with it after your committee has exam- 
ined the authorization. 

Senator Savronstat,. That would be my feeling. If any member 
of the Appropriations Committee on either side of the aisle would 
want the Army to come back to justify reallocating money for those 
authorizations this year, then you gentlemen should come back here 
to justify those organizations or any one that were asked of you. 

(Discussion off the record.) 


SUGGESTED PROCEDURE 


Senator Sautronstaty. It would seem that the way to leave it at 
this time is as I stated that what you are requesting is the provisions 
that the President suggested go into this appropriation bill. If this 
appropriation bill is passed by this committee before the authoriza- 
tion bill goes through Congress, then some provision of that character 
is necessary in this bill. 

If the authorization bill goes through Congress before this bill is 
acted on in this committee, then if this committee so deemed wise it 
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could ask you gentlemen to come back and justify the individual 
projects in such ‘detail as the committee deemed wise. 

Do we understand each other ¢ 

Mr. Gartock. Yes. 

Mr. Dovenas. Under the language, Mr. Chairman, I think it is in- 
tended, although, of course, if members of the committee wish to go 
over items in the authorization the committee may certainly do that. 

The intention of the bill and services as I understand it is that past 
appropriations will be made available for the new authorization if 
passed by the Congress. 

Senator Sauronstati. Mr. Garlock is an old hand with the dis- 
tinguished appropriations committee and this desire to go into detail 
and all I would say is that I think that the suggestion that Mr. Gavlock 
made and that I tried to state for the record at the present time is a 
proper one. If I may repeat, at the present time there is pending 
before the Armed Services Committee of the Senate and of the House 
a new authorization of public works in the Department of Defense. 


PRIOR APPROPRIATION AND NEW AUTHORIZATION 


In the Department of the Army which is as far as we have gone there 
is new authorization requested of $146 million, cancellations of $271 
million, and $900 million available out of prior appropriated funds, 

So what the Army requests is no new funds at present but it would 
be language sufficient to be able to use these funds. 

Senator EL.tenper. Left over from ae years ¢ 

Senator Satronstatu. Yes. What Mr. Garlock and I have tried to 
work up is that if that is done then language must be put in our appro- 
priations bill that will permit the Army, “Navy, and Air Force to do 
that. 

The members of this committee are entitled to justify every one of 
those items if they care to do so. If this appropriation bill is passed 
before the authorization bill then that language is necessar y: 

If the authorization bill passes first that language still may be 
used but also this committee may ask you to come forward and justify 
every one of those $146 million worth of appropriations if they care 
to have you do so. That is your understanding ? 

Mr. Gartock. Yes, sir. 

Senator Sauronsta.Ly. Then at this time it would be futile to go into 
the individual items comprising the $146 million because you are now 
doing it before the Armed Forces Committee, a subcommittee headed 
by Senator Case and in the House a subcommittee headed by Con- 
gressman Short. 

Senator ELttenper. When this amount was made available through 
authorization within the projects for which it was to be used—— 

Colonel Carrer. Yes, sir. 

Senator ELLenper. This carryover we are talking about now. 

Mr. Gartock. Yes; it was. There have been ch: anges in plans and I 
believe Mr. Creedon can speak to the overall situation in the Depart- 
ment. 

Senator ELLenper. Are you changing whatever facilities you have 
here? You simply changed plans but you have not-—— 
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Mr. Gariock. May I refer the question to the Army to ask for their 
particular situation ¢ 

Senator Extenper. The reason I make this statement is because. 
as I understand, when this money was first asked you made your record 
on what it was to be used for. Unless you have changed it—— 

Mr. Gartock. We have changed, sir, sufficient to finance new au- 
thorization. 

CANCELLATIONS 


Senator Savronsrau.. To clarify that portion, there are outstand- 
ing since 1948 and prior to 1948, everything has been canceled or 
resigned rather, since 1948 there have been $2,602 million authori- 
zation for the Army of which $2,242 million have been appropriated 
for. 

That left $360 million, of which $271 million is now being canceled 
leaving the residue to be authorized of $89 million and in addition 
new authority of $146 million. 

Mr. Gartock. Yes, sir. 


BALANCE ON HAND 


Senator Sauronsrauy. And to carry out that you have a balance 
at the present time of $900 million. 

Mr. Garwock. Yes, sir. 

Senator SatronsrauL. That is the Army. Now if we do the same 
thing for the Navy which is in the same position, in the Navy you 
are requesting new authorization of $96 million, you are canceling— 
and the committee on armed services will ask you to rese ‘ind it—S85 
million and you have got $460 million unobligated balance of appro- 
priated funds as of July 1, 1953. 

Mr. Garvock. Yes, sir. 

Senator SatronstaLu. So that the same provisions apply to the 
Navy as to the Army. 

Then we come—— 

Senator Ex..enper. In that connection you do not mean new au- 
thorization? You mean to make use of what was already authorized 
but carried over? 

Senator Sauronsrau.. No, sir. 

Mr. Garvock. There are facilities that were not previously author- 
ized by law. 

Senator Sauronstat.. Brand new? 

Mr. Gartockx. Money was appropriated against other authorization 
which is not being used. 

Senator SaLronstaLu. They have to come before us. 

Senator McCie.ian. Does that mean some of the projects you did 
justify and that were authorized are now being abandoned ? 

Mr. Gartock. Some are being abandoned and some of them we had 
dollar savings on as against the estimated costs. 

Senator McCietitan. Now what you are proposing is those that 
you no longer want to construct they are going to be rescinded ? 

Mr. Gartock. Yes. 

Senator McCieitan. The authorization rescinded, but you have 
new ones that have never been justified or authorized that you are 
now presenting to the Armed Services Committee ? 
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Mr. Garuock. Yes, sil 
AIR FORCE CONSTRUCTION 


Senator Sauronstat,. Then we come to the Air Force. The Air 
Force is in a somewhat different position. 

Now in the Air Force you are requesting new authorization of 
$287 million. You are canceling or rescinding $401 million and you 
have available $1,700,000,000 of appropriated funds unobligated as 
of July 1, 1953, but you are requesting $371 million of new funds to 
carry out mead authorizations. 

Now Mr. Douglas, what the House has done, if I understand it 
correctly, is to say, to give you no new money but to say that you can 
spend $242 million out of your unobligated balance and come back 
if necessary later on next year to supplement that $242 nzillion and 
put them against the authorizations that you had to take them away 
from to build, 

Mr. Doveuas. That is correct. 

Mr. Gartock. Senator, the language by the House leave some doubt 
in our minds as to what it means and we would hope you set up the 

$371 million and thereby eliminate any question. But if by any 
chance you do not do that, we would hope to discuss with you the 
language to make it crystal clear that this is not the only money that 
has to be obligated during the year. 


LETTER OF DIRECTOR OF THE BUDGET 


Senator Sarronstatn. Mr. Garlock, Mr. Everard Smith shows me 
a letter from Joseph M. Dodge, Director of the Bureau of the Budget, 
with the language that the ‘Bureau of the Budget recommends that 
the Appropriations Committee put in for the Army, Navy, and Air 
Force—that is different from the language that you read in a little 
while ago, Mr. Smith tells me. Off the record. 

(Discussion off the record.) 

(The letter referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 22, 1958. 
THE PRESIDENT, 
The White House 

Sir: I have the honor to submit herewith for your consideration a draft of a 
proposed provision pertaining to appropriations for military public works 
construction for the Department of Defense, as follows: 


“DEPARTMENT OF DEFENSE 
“MILITARY CONSTRUCTION 


“Appropriations granted the Departments of the Army, Navy, and Air Force 
under the headings ‘Military construction’, ‘Public works’, and ‘Acquisition and 
construction of real property’, respectively, in fiscal year 1953 and prior years, are 
hereby made available for military public works authorized such departments 
by and statute cited in such appropriations are by any law enacted during the 
83d Congress : Provided, That not to e-ceed $5 million of such funds appropriated 
to the Department of the Army, and not to exceed $1.5 million of such funds 
appropriated to the Department of the Navy, shal! be available for the purposes 
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of advance planning, as authorized by section 504 of the act of September 28, 
1951 (65 Stat. 364), in addition to amounts previously made available for such 
purpose: Provided further, That nothing contained herein shall be deemed to 
supersede the provisions of the Supplemental Appropriation Act, 1954, with 
respect to the appropriation granted the Department of the Air Force under 
the heading ‘Acquisition and construction of real property’.” 

This proposed provision will be necessary to implement the authority expected 
to be provided by the 83d Congress for military and naval public works which 
are essential in the expansion and modernization programs of our Armed Forces. 

I recommend that the foregoing proposed provision be transmitted to the 
Congress. 

Respectfully yours, 
Jos. M. Dopaer, 
Director of the Bureau of the Budget. 


NEW AUTHORIZATIONS PENDING BEFORE ARMED SERVICES COMMITTEB 


Senator Ettenver. This is confusing to me. 

As I understand you, there is a bill now pending before your com- 
mittee for new authorizations ¢ 

Senator SALTONSTALL. Yes. 

Senator ELttenver. Are they the same as these ? 

Senator SatronsraLi. The new authorizations are these that I have 
just read, 

Senator ELttenper. None other? 

Senator Savronsrauti, None other. 

Senator Ettenper. And cancellations ? 

Senator SarronstaLy. And cancellations. 

I believe the Armed Services Committee is going to ask them to 
rescind, rather, to cancel so that you have to come back to Congress if 
you ever want to go ahead with them. 

Now, Mr. Douglas, what I cannot understand as one Member, is 
why the House is not correct; why do you need any new money now if 
Congress is coming back in January and the House has stated that 
you could use $242 million out of the unobligated balance of $1,700 
million to do what you want to do prior to January 1? 

Mr. Dovatas. I will address myself to that, Senator. Might I sug- 
gest, however, that first it would be appropriate for the committee 
to hear Mr. Creedon, Director of Installations in the Office of the Sec- 
retary of Defense, who is thoroughly familiar with our original re- 
quest for new appropriations in the amount of $400 million, has ex- 
amined them in his office together with the Bureau of the Budget, 
item by item, and I would like to have his testimony taken at this 
time before I present the Air Force position and answer the question 
that you just asked. 

Senator Sauronsrauy. That is all right. The only question is, then, 
we are going to have today in this hearing a record of this hearing, 
a different situation because the Air Force is different, but if you 
start to justify all these new authorizations, that is duplicating the 
work that is before the Armed Services Committee. 


RESTORATION REQUESTED 
Mr. Doveras. No; I think what we wish to do is to present our 


requests for restoration of the funds requested and the items above the 
$240 million that the House committee approved. 
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We have no desire to go into the $287 million which is the only group 
of items that would present any duplication, I believe. 

Senator Sa,ronstaui. Then you proceed in your own way. 

Mr. Dovatas. Yes. 

Senator McCietnan. May Lask a question? In this $240 million do 
you have the projects that you are permitted to construct out of that 
money ¢ 

Mr. Dovetas. I did not get the question. 


ANTICIPATED CONSTRUCTION 


Senator McCietnan. Out of the $240 million allowed by the House 
are you prepared to give us the projects you are going to construct 
out of that money ¢ 

Mr. Dovet.as. Surely. 

Senator McCie.ian. There is some confusion in my mind still but 
it may clear up as we proceed. 

Mr. Dove.as. I think we can clarify it and for Mr. Creedon’s con- 
venience I would appreciate it if he could make his statement regard- 
ing the Air Force’s need for the original $400 million included in 
the budget. 

Senator Sauronstati. Without objection, Mr. Creedon, from any 
member of the committee, you may proceed. 

Mr. Creevon. Mr. Chairman, to specifically answer your question, 
to which I will address myself, directly and briefly, phrased in my 
way: What harm will be done the Air Force construction program 
if it does not obtain this additional $371 million until after the first 
of next year? For the 9 or 10 months I have been Director of In- 
stallations for the Secretary of Defense, among other things, I have 
made a very careful engineering study in order to determine what is 
the maximum rate of obligation—that is, award of construction con- 
tracts—that could obtain efficiently in fiscal 1954% The construction 
of these airbases is phased to the planned deployment of men, equip- 
ment, and planes and, relatively speaking, the construction of the 
airbases now is behind schedule. 


UNOBLIGATED BALANCE 


The Air Force will have unobligated, on July 1, $1.7 billion. Now 
with this requested $371 million “they would have slightly over $2 
billion. 

Our careful studies indicate that the Air Force can and should 
obligate—that is, award ohm tion contracts—of about $175 million 
per month duri ing fiscal 1954 

So even if they get this $37 71 million, which would give them $2,071 
million, they would not have money enough to aw: ard construction 
contracts at that rate of $175 million bec ause, out of the $2,071 million, 
they have to earmark a certain percentage, along the order of 9 or 
10 ‘percent, for Government costs and architect- -engineering work, 
to say nothing of contingencies. Therefore, the $2,07 1 million would 
be decreased about $200 million, bringing it down along the order 
of $1.8 billion, which would only permit them to obligate at a rate 
of, if my arithmetic is correct, about $150 million a month. 


85192—53 34 
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In the event that they do not get this $371 million so that they can 
vo ahead and in an orderly way carry out their program, there will be 
two results. 

1 might interject that it takes a deal of convincing to convince me 
about an obligation rate. 

lf they do not get this money there really would be two results: 
One, it will decrease their efficiency of performance, and will make 
the prosecution of the construction of the airbases more expensive. 
And perhaps more important, if it could be more important, the prog- 
ress of construction of the airbase which now, relative to the planned 
deployment of men and equipment, is already behind schedule, they 
would only get further behind schedule. 

That is all I have to say. 

Senator SavronstaLL, To put it another way, Mr. Creedon, you 
will have new authority and residual authority if the Congress gives 
you everything you ask for of $2,082 million and if you construct 
at the rate of $i7! » million a month, you will construct in the next 
tiseal year $2,100 million worth. So that if you add the $371 million 
to the $1,700 million that you got you will have $2,071 million avail- 
able to construct 2,082 authorization and theoretically you could do 
it at the rate of $2,000,100,000. 

That is why you need the $171 million; is that correct ¢ 

Mr. Creepon. Sort of, yes. 

Off the record. 

( Discussion was continued off the record. ) 


SUMMARY OF FISCAL SITUATION 


Mr. Creepon. Summarizing it now, I say that if they get the new 
$371 million that we are talking about they will have as of July 1, say 
$2 billion; we will forget the $71 million for discussion. 

They can obligate eflic iently, and should, at a rate of $175 million 
per month. But this $2 billion is not all available for aw: arding of 

contracts. They have got te earmark about 10 percent, so they only 
have $1,008 million, which would only permit them to award contracts 
at the rate of about $150 million a month, even if they get the $371 
million, which, in my judgment is somewhat too low. 

Senator Sauronstauit. Now you will have enough money to last 
until next January. We will be back in January with the supple- 
mental budget and you will have another look-see and see where you 

re at that time. 

Mr. Creevon. If we get the $371 million now or not. 

Senator Sauronsrati. Without it. 

Mr. Crerpon. Mr. Chairman—— 

Senator ELtenper. You have to cut your rate per month in propor- 
tion to what we appropr iate ? 

Mr. Creepon. That which makes progress in the construction of 
these airbases is the money in hand, to know that you have the money 
so that you can go ahead with confidence in weparing the finished 
plans and specifications for bid purposes ai get them out to bid 

ae h you ean do only when you get the money. The program will 

‘delayed, if the $371 million is delayed until next year. 











THE SUPPLEMENTAL APPROPRIATION BILL, 1954 529 


Senator SALronstTaLL, You want the lead time to use that misused 
expression ¢ 

Mr. Crerepon. Yes, sir. 

Senator Sauronstauy. If Congress gives you all the authorization 
you asked for plus the residual w ‘ith the money on hand, you will need 

$371 million more to make plans-for 12 months? 

Mr. Crerpon. At least that, and then next spring if the Air Force 
had, by that time, demonstrated by a sustained rate of efficient per- 
formance higher than what we are now talking about, it might be to 
the advantage of all concerned, if the situation permitted, to ask for 
come additional funds; yes, sir. 

Mr. Dove.as. Beyond the $371 million. 


GOVERNMENT OVERHEAD COSTS 


Senator Evtenver. You stated that you have to set aside 10 percent 
of this amount. 

For what purpose? 

Mr. Creepon. That is for—— 

Senator ELtenprer. Not engineering. 

Mr. Creepon. I would let General Washbourne answer that detail. 

Senator Evtenver. That is $200 million? 

Mr. Creepon: Yes, sir. 

Senator Exitenper. What will that 10 percent be used for? 

General WasuBourne. That covers Government costs. 

Senator ELttenper. What do you mean, Government costs? It is all 
Government costs. 

General WasHrourNE. Government overhead costs, including the 
engineering fees, the transportation, payrolls of the supervising or- 
ganizations, and the overhead. 

The figure of 9 percent has been loosely used in this connection, I 
believe the Chief of Engineers says it is a flexible figure, sometimes as 
low as 7 percent, but I think Mr. Creedon is very correct in allowing 
about 10 percent of the total gross amount of appropriations that is 
not available to pay a contractor. 

Senator Ex:tenper. How much of that goes to architects per- 
centagewise ¢ 

General WaAsHpourne. A varying amount, from 2 to 314 percent. 

Senator Etzenper. How about engineers ? 

General WasHsourne. Are you referring to the architect-engineer 
who does the designing ? 

Senator Etitenper. You have to have both; don’t you? 

General Wasnnournr. Yes, sir. The overhead charges of the 
Corps of Engineers include the architect-engineers’ fee. 


COST OF PLANS AND SPECIFICATIONS 


Senator ELLenper. How much will it cost the Government to have 
its plans and specifications prepared—ready to go? 

Gon ‘al Wasnpourne. From 2 to 314 percent of the program. 

Senator Extenver. Does that entail supervision on the part of those 
who draft these plans? 

General WasHpourne. No, sir. 
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Senator Evtenper. That is merely to draw the plans? 

General Ww ASHBOURNE. That is right; the engineering design runs 
from 2 to 31% percent. 

Senator ELLenver. Haven’t you many of these ports that are almost 
the same? Isn’t there duplication in the plans? 

Can't you make one plan fit another site at different places? 

General WasHBourNe. We use all the repetitive-type drawings we 
can, but it is not just a question of reproducing 100 airbases on mass- 
production methods. They are all different. 

Senator E.tenper. As I see it, then, that’s in the neighborhood of 
$60 million just for engineering and architect’s fees ? 

General WAsnBourne. Yes, sir; and probably will run much higher 
than that. 

Senator Dirksen. Mr. Creedon, this thesis that you have just laid 
down is predicated on a certain rate of awarding coutracts and getting 
construction underway and obligating funds? 

Mr. Creepon. Yes. 

Senator Dirksen. That rate in your judgment should be * 175 mil- 
ma month? 

Mr. Creepon. Yes, sir. 

Senator Dirksen. Now, evidently the House was not so confident 
of your capacity to make and maintain that rate. I notice in this 
report that they expressed considerable disappointment over the fact 
that on the basis of prior testimony you expected the rate to be $250 
million a month and that for the first 7 months of fiscal year 1953 
your absolute maximum rate was $121 million. 

Mr. Creepon. Yes. 

Senator Dirksen. I presume there must be some explanation of 
that? 

Mr. Creepon, I cannot speak to the $250 million a month. I was 
not—— 

Mr. Dove.as. I think that is the optimism of the Air Force and 
Corps of Engineers and not Mr. Creedon. 


1 


HOUSE REPORT 


Senator Dirksen. Just to make sure I am not fanning air and that 
this is not unsupported, I read from page 27 of the House report: 


-o 


Prior to these reviews in the latter half of fiscal year 1953, the Air Force had 
demonstrated a marked inability to achieve its predicted performance rate of 
$250-million-a-month average obligations for the year. The average rate for the 
first 7 months of the year was slightly in excess of $121 million. For the Depart- 
ment to have achieved the rate which served as the basis for the 1953 appropria- 
tion following strong representations to the committee by top-level officials of 
the Department, it would have been necessary to obligate funds in excess of $430 
million monthly for the remainder of the fiscal year. Present optimistic state- 
ments as to its ability to obligate during the first quarter of fiscal year 1954 do 
not approach this rate, The only conclusion that can be drawn from this is 
that the Air Force construction programs presented to Congress for fiscal 1952 
and 1953 were sadly deficient in planning and administrative direction. 


That is rather emphatic and unequivocal language I would say. 

Mr. Dovetas. Yes, sir. 

Senator Dirxsen. I have no way of knowing the extent of the ex- 
ploration which the House subcommittee and committee made in this 
fie ld, but they would not be warranted in making that kind of state- 
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ment unless that committee had had some recitals on the part of the 
officials of the Air Force that would give color to these statements. 

Mr. Doveras. Might I address myself to that? 

Mr. Drrxsen. Yes. 

Mr. Doveras. The optimism of the Air Force and the Corps of 
Engineers last year has had a very unfortunate effect. 

The House committee, I think, feels very badly treated, and I think 
rightly so. Great pressure was put on the House committee to ap- 
propriate $1,200,000,000 last year. 

I think it was represented the result would be disastrous if that 
were not done. The chairman of the committee and the members of the 
committee made extraordinary efforts and provided an a fo-m 
of Peeoee hg the Air Force finished the fiscal year with 
$1,700,000,000. So, try to gloss over the misfortune of the saelitias- 
ances, In my cnlaian. would be a great mistake. 

I have prepared a statement ofa very few pages, and I think that in 
it I may give some understanding to some of the complications and 
answer some of the questions, perhaps, before they are asked; and, 
if it is agreeable, I would like to make that statement. 

Senator SauronstaLL. Without objection from the other members 
present, let us put into the record at the proper place the statements 
of the Secretary of the Air Force, not here; Major General Asensio— 
I do not see him here—and Major General Washbourne. 

Mr. Dovetas. The statement you first referred to is the statement 
I would like to make. 

Senator SauronsratL. Do you wish to make your own statement, 
too? 

Mr. Doveuas. I would like to make further statements that are not 
formally prepared. 

Senator SauronstaLu. We will put in these two. 

(The statements referred to follow:) 


DEPARTMENT OF THE AIR FORCE—BUDGET ESTIMATES FISCAL YEAR 
1954 


STATEMENT OF How. JAMES H. DoveLas, UNpER SECRETARY OF THE AIR ForcE 


Mr. Chairman and members of the committee, I am glad to have the oppor- 
tunity to assist in presenting to you the Air Force request for 1954 funds required 
to meet its base-installations-construction program. 

Before discussing the program and its requirements I would like to say a 
few words about the organization of the Secretary's Office to provide super- 
vision and assistance in the programing and construction of base installa- 
tions. We have established the Office of Special Assistant to the Secretary for 
Installations. This assistant, with respect to installations, is in a position 
similar to that of the Assistant Secretaries with respect to their functional re- 
sponsibilities. It was not easy to find the individual with both the qualifica- 
tions and the willingness to undertake this supervision of Air Force construc- 
tion, but he is hete today, and has undertaken the installations job. 

He is John M. Ferry, and I am pleased to be able to introduce him to the 
committee. Mr. Ferry was an ensign in the Navy in the First World War, 
after which he had broad experience in the construction industry. In World 
War II he was with the Corps of Engineers, serving in the Caribbean area, where 
he was active in the design and construction of airbases and other military in- 
stallations. He comes to the Air Force from the New York Telephone Co., where 
he has been engineer for buildings. You may be sure I am glad he has joined 
the staff of the Secretary of the Air Force. 
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The Air Force has been engaged in a broad program of expansion to meet 
our military requirements in four principal categories of air power: strategic 
bombardment, air defense, tactical operations, and transport. 

As you know, this program of expansion has involved not only the procure- 
ment of modern aircraft and the training of personnel, but also the construc- 
tion of base installations, here in the United States, the Far East, Alaska, the 
North Atlantic area, Europe, North Africa, and the Near East. 

The size of our construction program is attributable not only to a rapid in- 
crease in the size of the Air Force, but to the fact that a modern Air Force 
means bigger aircraft and jet power, and calls for new facilities, longer run- 
ways, and stronger runways. The program involves some 155 airbases in the 
United States and some 117 airbases overseas. 

In the past the program has been described as requiring a total funding of 
just over $9 billion. Of this about $7 billion has been authorized, $5 billion 
funded, and $3.5 billion obligated. To understand the overall program and 
to have perspective as to our request for $400 million of new funds, I believe 
it will be useful to look at a chart showing the present status of the program. 


COM MENT 


Rook value of $3.5 billion, more realistic present value about $10 billion. 
Total program, some 56 percent, United States; 44 percent, overseas. 


Billion 
Authorizations pals , Bick Lh. ate es ae 
Appropriations ie ei ee es ee ein teikcdenlond te aliens taal liaise cnet einai 5 
TT OR i es a sath haa ceeenctamn ata iain alti eloladiaia 4.7 
PrORTOMOG Kienncdaaa~- a a a a aT ane ens 4.4 
Committed, obligated At. ee Ae Daedbdiladat hi Gemets wise SS 
ent, Gemmmiteeee oo ets ee eh UE ee ee Se aes 2.5 


In this framework you will note that there is a carryover of funds unobligated 
of about $1.5 billion, which may run as high as $1.6 billion, and that our require- 
ment is for an additional $400 million. 

The projects for which we seek the additional $400 million are necessarily of 
high priority among the presently authorized projects. They concern some 69 
bases in the United States and 61 overseas. 

At this point it seems to me it might well be asked “Why does the Air Force 
ask for $400 million in addition to a $1.5 billion carryover?’ And it might also 
be asked, with even better reason, “Why, with $2 billion of unfunded authoriza- 
tions, does the Air Force ask for so little in new funds?” 

My first view of the matter was that we should seek funds for a larger portion 
of our authorized program, but it appears that we may keep the interim program 
in reasonable balance if we obligate close to $2 billion in 1954, and it is possible 
that this amount calls for almost a maximum rate of contracting for the Air 
Force and its construction agencies. But it is clear that we must be in a position 
to obligate to essential projects close to $2 billion during fiscal 1954 if base 
construction is to keep pace with the Air Force program. To include the most 
urgent projects, we are presently seeking new authorizations amounting to about 
$300 million which I understand have been tentatively approved by the Office 
of the Secretary of Defense. This represents a reprograming of certain projects 
and so will not result in a net increase in authorizations, and we propose to fund 
this reprograming out of existing appropriations, with such approval as is 
appropriate and necessary. I think it is important to mention this reprograming 
as part of our 1954 program as I believe the application of existing funds to the 
new authorizations will require your approval. 

It is our purpose to give you as full information on our requirements as your 
days will allow. General Washbourne will give you details as to the status of 
the program, distribution of the projects, and the construction items. General 
Asensio, the Director of the Budget, will, I am sure, explain in further detail 
some of the fiscal aspects of the program and our budget request. 
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STATEMENT OF MaJ. Gen. L. B. WASHBOURNE, DIRECTOR OF INSTALLATIONS, DEPUTY 
CuHrer or STAFF, OPERATIONS HEADQUARTRES, UNITED STATES AIR ForRCcE 


Mr. Chairman and members of the committee, the Air Force is presenting to 
the committee today a request for the appropriation of $400 million for addi- 
tional base construction. The base-construction program contained herein is in 
accord with the base-utilization plan for the 120-wing Air Force. It is in con- 
sonance with the new President’s budget and has been cleared by Office, Secretary 
of Defense and the Bureau of the Budget. This money will be applied against 
authorizations contained in prior years’ public laws which have accumulated a 
$2 billion unfunded area in the base-construction program of the Air Force 
(chart 1). The specific application of this $400 million against prior years’ 
authorization is: 


Public Law 910 (2d supplemental, fiscal year 1951) —~.-__------_--- $539, 000 
Public Law 155 (fiscal year 1062, PWP).............-.. .-. ._.. 156, 219, 000 
Public Law 534 (fiscal year 1953, PWP)-~--.--.-...------------.- 243, 242, 000 

NS, gad seek OS Sead ha iS bck bis etn aL riindiaied 400, 000, 000 


The funds requested here will finance the construction of additional selected 
items on 130 air bases (69 United States and 61 overseas), plus small amounts 
at minor locations such as communications sites, radar stations, and similar 
installations. As you know each of these authorizing laws total considerably 
more than the corresponding appropriation act so that it was necessary in pust 
years to select and build only a portion of the approved items. The projects 
included in this program were then and are now of high priority and are neces- 
sary to the proper operation of the bases. 

The program before the committee today was initiated last July. The major 
command proposals for the funding of prior years’ authorizations aggregated 
$1,235 million. During the autumn the program went through many informal 
Air Staff reviews, then began the gantlet of (1) the Air Force Installations 
Board; (2) the Budget Advisory Committee; (3) a special review panel ap- 
pointed by the Secretary of the Air Force; (4) the Office of the Secretary of 
Defense; and (5) the Bureau of the Budget. The latter office on December 15, 
1952, finally accepted this program at $700 million and placed it in the original 
President’s budget for the Defense Department. During the month of February 
of this year, the $700 million program was returned by the Bureau of the Budget 
to be “reviewed for essentiality” as prescribed in memoranda from the Director 
of the Budget and the Secretary of Defense. In this essentiality review, funds 
were reduced by the Air Force down to $663 million, still based on 148-wing 
base force level. However, new guidelines and personnel limitations announced 
in May required that the Air Force be adjusted downward to an interim 120-wing 
with a corresponding reduction in air bases. Using the following guidelines, the 
$663 million was adjusted down to the $400 million now requested. 

(1) Inclusion of new base utilization plan for interim 120-wing force level. 

(2) Incorporation of deletions and reductions from the old $663 million program 
that was “certified for essentiality” to meet these new utilizations. (The one 
exception is addition of a land-acquisition item at Kelly Air Force Base where it 
had been inadvertently omitted and it is urgently required for extension of a 
runway.) This program is also modified to include latest revisions of base inven- 
tories which had meanwhile been completed by representatives of the commands 
and by the air staff. 

(3) Incorporation of recommendation from the field as to scope and propriety 
of the authorizations as related to the work under construction. 

(4) New costing of individual projects was obtained from field construction 
offices to replace the national average costs originally used in the authorizing 
programs. This reduced and thrice-tailored $400 million funding program was 
again reviewed by the Secretary of Defense on June 1 and cleared for submittal 
to the Congress. The program before you today is, theerfore, completely up to 
date and comes before you with the recent and specific approval of the reviewing 
offices of the Secretary of Defense. 

In this statement I now cover three main points: (1) Current status of the 
Air Force base construction; (2) requirements for additional funding; and (3) 
Air Force plan for utilization of these funds. 

(1) Status of base construction: On this chart (chart 2) is indicated by fiscal 
year (in red lines) the amount of construction authorization that the Air Force 
has received from Congress. With these funds, base expansion is underway or 
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programed at approximately 500 locations, 300 of which are in the United States 
and 200 of which are overseas. The current program involves approximately 
18,000 separate construction projects in varying degrees of design, construction, 
and occupancy. Heavy expenditures representing work actually in place began 
in fiscal year 1951 and now total approximately $2,430 million, or about 50 
percent of appropriations. As of June 1, 1953, the status of the Air Force base- 
expansion program may be roughly summarized as follows: 

Percent 
(a) Funds in hand be wheelies a 60 
(b) Contracts awarded_— 4 ia Ses 40 
(¢c) Work in place___---_- i 30 
(d) Bases flyable > eee ; staat . a eh bik SO 


The chart shows the relation of public-works appropriations to the base 
structure. This is & percentage completion chart alined against fiscal years 
with a pre-Korea inventory of $3.5 billion. If we consider the red line represent- 
ing appropriations we see that we have now about 60 percent of our total required 
funding to reach our goal of operational bases for the 120-wing Air Force. This 
is an approximation, of course; we have not had time to cost out the interim 120- 
wing Air Force. We had formerly estimated the funding requirement for the 
143-wing Air Force at approximately $9.2 to $9.5 billion. A rough estimate of 
$8.5 billion for the 120-wing Air Force is being used here. The green line repre- 
sents our base requirement. As you see the big upswing was at the start of fiscal 
year 1951 continuing on into fiscal year 1952 for the 95-wing Air Force and then 
increasing to the 120-wing position at end of fiscal year 1956. Our operational 
bases lag behind the requirement as shown in black. It is also evident from this 
chart that the time required to make hases operational, increases as we approach 
the end. This is caused by our selecting for activation initially those bases that 
required less work to become usable: as we reach the “bottom of the barrel” more 
and more construction is required for each. As noted in summary we have now 
about 60 percent of the required funds, we have awarded about 40 percent of 
the dollar value in contracts; and we have about 30 percent of the work in place. 
About 80 percent of the required number of bases are usable now though not 
necessarily for the ultimate equipment to be placed upon them. 

The next chart (chart 3) gives the present Air Force position on utilization 
of the $5 billion appropriated and the requirement for additional funds under 
discussion here today. Total available apnropriations are $5,023 million. Con- 
struction awarded to May 1, 1953, is $3,233 million and we estimate for May 
and June $290 million. which produces a predicted July 1 total of contracts 
awarded of $3.523 million. Subtracting the $3,523 million from the $5.023 
million available, there remains as carryover for contract awards after July 
1, 1953. $1.500 million, located as follows: (1) With the Chief of Engineers, 
marked for specific construction projects, $700 million; (2) in Air Foree com- 
mands who are contracting for their own construction, $200 million, and (3 
a residual in the process of being approved by OSD/BOB and released to con- 
struetion agencies, $600 million. You will note that I have talked of funds 
available for contract awards; there is a 6-percent variation in comparable 
figures for fiscal obligations as of anv given date. The additional $400 million 
will provide $1,900 million for all of 1954. 

Since contract awards during fiscal year 1953 will have averaged approxi- 
mately $110 million a month for the entire year and anticipating your questions 
as to why the $1,500 million carryover will not be sufficient for next year, there 
is ontlined on the next chart a projection of the construction program for the 
future (chart 4). 

On the left is plotted billions of dollars, and across the bottom are § fiscal 
years. beginning with 1950. We are here. July 1, 1953. Annual increments of 
authorizations are shown in the solid black line from 1950 through 1953. to 
reach $7 billion. Approximately $800 million of these accumulated authoriza- 
tions are not now apnlicable to the 120-wing program. This reduces the effective 
authorizations for fiscal vear 1953 to $6.2 billion, with prejected increases in 
succeeding vears shown bv the broken black line to $9.6 billion. the estimated 
level off. The solid red line represents corresponding appropriations for fiscal 
year 1950 throngh 1953, with projections in broken lines for future vears. The 
aprropriation. now believed needed for fiscal vear 1955 rises to $7.4 billion and 
to $8.5 billion for fiseal 1956. Projections beyond that date are not now firm. 

Shown by the blue curve are the contract awards for 1951, 1952, and 1953, 
with projections in the broken blue line for the next 3 years. The solid yellow 
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line represents actual expenditures for work in place, likewise projected in a 
broken line through fiscal 1956. The time lag by which expenditures follow con- 
tract awards is approximately 9 months. 

But the important point shown on this chart is the relation between the 
broken red line, representing appropriations, and the broken blue line, repre- 
senting contract awards in fiscal year 1954. You will note that projection of 
the blue contract-award line will intersect the broken red line representing avail- 
able funds at some point in the second half of fiscal year 1954, unless the rate 
of contract awards is reduced. If additional appropriations are added at this 
time, accumlated contract awards will consume available funds before the end 
of the year. Currently known impediments to contract awards on this program, 
including essentiality reviews, program reductions, apportionment requests, and 
real-estate clearances are nearing resolution and it is positively expected to have 
a total construction activity to February 1, 1954, of $1,500 million. This pro- 
gram will exhaust current appropriations insofar as ability to award additional 
contracts are concerned. The fiscal year 1954 appropriation proposed for Air 
Force construction of $400 million will provide for the orderly buildup of facili- 
ties required for the 120-wing interim Air Force and will preclude the complete 
phasing out of contracting activities in the third quarter of fiscal year 1954. 

In order to take maximum advantage of the 1954 construction season this ap- 
propriation needs to be made available during this session of Congress since a 
ninimum lead time of 6 months is required to translate appropriations into 
contract awards. This additional $400 million will provide a continuing con 
struction potential beginning in January 1954 and will be under contract by 
mid-April 1954. Such a rate is, of course, based on a continuing program pointed 
toward the accepted 120-wing force goal as indicated by this spur. Otherwise 
the contract awards would taper off at the end of the program as shown by this 
curve. It is emphasized that authorized items contained in the $400 million 
program requested here today are under varying degrees of engineering design 
at the present time and would normally be phased into the contracting program 
as early as November 1953. In summary, this $400 million is required to cover 
adjustments necessitated by the iterim 120-wing Air Force program and to 
continue a well-planned, orderly construction program well into the 1954 con- 
struction season, 

The Air Force recognizes that the projection of construction operations into 
1954 as outlined above is substantially higher than its demonstrated capability 
to date in 1952 and 1953. Although the obligation of construction funds is not 
made directly by the Air Force, this forecast of contract awards during fiscal 
year 1954 is realistic and is the expected payoff for all the effort already made 
by the Air Force and its construction agencies in preparing this program for 
the market. This improvement in construction operation following the ‘“Feb- 
ruary freeze” results from the following factors: 

(1) Refinement of station master plans facilitates siting and identification of 
new real-estate requirements. 

(2) Identification of real-estate requirements has been completed for work 
now underway and early action on new funded items will permit timely acqui- 
sition of needed land. 

(3) Continuation of joint Air Force-engineer field conferences will identify 
and liquidate construction impediments and promot, harmony between field 
agencies. 

(4) There has been accomplished a general firming up of standards, criteria, 
and policy guidance which will materially assist the field echelons in their 
supervisory and planning duties. 

(5) Increased use of standard working drawings for repetitive-type facilities 
will reduce delays. Designs for fiscal year 1953 and prior years’ programs are 
well advanced, and many projects are ready for advertising as scheduled. 

(6) On the basis of this advanced design, accurate working estimates of cost 
are available to permit timely reprogramming action. 

(7) The recent comprehensive review for essentiality of the Air Force pro- 
gram will, we hope, facilitate the apportionment and programing of construc- 
tion funds. 

(8) Acceptance of the revised Air Force program by the Congress should re- 
sult in speedy congressional release of the overseas program under section 407 
of Public Law 534. 

Anticipating committee questions, I will explain more fully the new cost 
estimates which have been incorporated into this program. Following the Feb- 
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ruary essentiality review, the $663 million program was referred to Air Force 
installations representative offices which are regional Air Force agents with 
constructive agencies in the field. These Air Force officers and civilian engineers 
reviewed the proposed program both from a requirements angle and a construc- 
tion angle and submitted comments on each project as to its proper relation to 
going work. They made appropriate recommendations for changes in the pro- 
gram and the Air Staff adopted these recommended changes where it was prac- 
ticable to do so and where the local Air Force representative was known to be 
familiar with the complete background of the requirement. At the same time, 
these Air Force representatives, together with the local Corps of Engineers rep- 
resentatives placed a lump-sum estimated cost against each item in the program. 
These are the best available individual lump-sum costs for the particular project 
at the particular base and have accordingly been substituted for the national 
iverage prices originally used. 

The Air Force has been able to obtain actual cost estimates from the field 
on this particular program due to the fact that it has all been authorized for 
at least 1 year and much of it for 2 years. Preliminary planning, site sur- 
veys, and preliminary design allows a much closer cost estimate than the na- 
tional-average cost adjusted by a station factor. However, the estimates con- 
tained herein disclose substantial variations in unit cost between stations for 
similar items. For example, at one station a taxiway cost estimate is well over 
the amount that we would normally expend for a square yard of pavement due 
to the requirement for extensive drainage structures. This actual situation 
could only be determined to a fair degree of accuracy by having preliminary plans 
and an actual site survey as in this case. The Air Force expects to continue this 
method of estimating project costs, and will be able to do so only on those items 
having authorizations in prior years. Substantial expenditure of planning funds 
for future construction requirements can hardly be justified until a firm long- 
range construction program for the Air Force is set forth. 

In evaluating the necessity for providing additional construction funds to the 
Air Force at this time, the committee will probably be interested in this next 
chart (chart 5) which shows the planning and construction cycles and the time 
that is required to translate a base requirement into actual usable structures. 
Across the top of this chart are shown by these numbers the 25 steps that are 
involved in the development of a construction requirement. The first 11 steps, 
as shown here, involve the planning of the requirement from the time, at No. 1, 
when the force tab is accepted, to No. 11, when the requirement is presented to 
the Congress. When a force tab is accepted, this generates a construction re- 
quirement and the machinery of the Air Force is put into action to develop this 
requirement for construction purposes. When the Director of Operations de- 
velops his force tab, several sections of Headquarters, USAF, initiate planning. 
This planning also involves the major commands and the installation itself, 
where the construction is probably going to be required. Extensive site surveys 
and preliminary reconnaissances are made and preliminary figures are developed. 

The major command reviews the master plans for the installation and forwards 
them to this headquarters, where they are again subjected to reviews by the 
staff, by the Installations Board, and the Air Force Council. Upon acceptance 
by the Chief of Staff they are forwarded to the Secretary of Defense, who re- 
views the requirements and O. K.’s the construction budget. That is step No. 9. 
Step No. 10, we have the Bureau of the Budget entering the picture, reviewing 
the construction budget and accepting the requirement as being within the guide- 
lines of the administration policy. At that time, step No. 11, the requirement is 
presented to the Congress, to the Armed Services Committee for authorization, 
and to the Appropriations Committee for funding. This subcommittee is shown 
on the chart under step 11. Assuming congressional approval of the requirement 
at this point, there begins a series of four steps called the apportionment pro- 
cedure, by means of which the appropriated funds are requested by the Air Force 
for specific construction items. The Air Force request is processed again to the 
Secretary of Defense and to the Bureau of the Budget, who, if they approve the 
request, actually obtains the funds from the Treasury and transmits them to the 
Air Force comptroller. At this point step No. 16 begins the step by which the 
actual funds are provided to the construction agency. Headquarters, USAF, 
both the Director of Installations and the comptroller, price the construction and 
send a budget allocation to the construction agency in companion documents. 
That is, the Director of Installations issues a construction directive and the comp- 
troller issues the accompanying fiscal document. When the costs are materially 
different from the proposed cost of projects as approved by the Congress in step 
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No. 11, and by the Bureau of the Budget in step Nos. 10 and 15, they must again 
be referred to the Bureau of the Budget and the Office, Secretary of Defense for 
approval of contract overruns or changes in the scope of the line items. Impor- 
tant items and emergency items are again referred to the congressional committees 
in step No. 20. 

We are now up to step No. 21, where we begin the construction procedure. 
Here again the Director of Installations and occasionally the commands, process 
construction directives to the Chief of Engineers, which are then forwarded to 
the division engineers for execution. The division engineers, in turn, forward 
both the fiscal documents and the construction directives to the district engineers, 
who prepare the necessary instructions to the resident engineer at the installa- 
tion to be built, and at that point (step No. 25) we have construction ready to 
begin. On the bottom half of the chart are shown the manner in which the 
several planning and design and fiscal and construction programing overlap 
each other with respect to time. Generally speaking the master planning of the 
installation, together with the initiation of the necessary real estate reports, 
are the first few steps. Further along, construction programing and clearances 
begin to overlap design and funding activities, as shown by the red and black 
lines, until we eventually arrive at the end of step No. 25, to the heavy vertical 
blue line, at which time a contract award is made, 

Shown under each one of the planning steps is the approximate duration in 
months required to execute it; and, in general, we find that the cumulative num- 
ber of months shown for these several steps adds up to 2044. For your purposes, 
then, there is approximately no difference between the number of the several 
steps which are shown here and the cumulative number of months which it has 
taken to arrive at that point. We have found by experience that the average time 
to arrive at a contract award date for major segments of the Air Force base 
expansion program is 20 to 24 months. We likewise find that the actual con- 
struction period for Air Force installations varies from a minimum of 6 months 
for simple structures, to 8 years for heavy offshore construction work. A work- 
able average is approximately 24 months for the contractor to build these facil- 
ities has been developed. 

To summarize the program itself, these next two charts (charts 6 and 7) 
indicate the distribution between Air Force commands. On chart t6 the subtotal 
for the United States is $136,748,000, or 33 percent of the $400 million ; 67 percent 
is overseas. Almost one-third of the Zone of Interior money is for the Strategic 
Air Command bases. In the $33 million for miscellaneous United States, which 
accounts for 8 percent of the total funds, $28 million is the Air Force portion of a 
classified project being developed by the Secretary of Defense (chart 7). Over- 
seas the large amount (25 percent) is in the NATO portion of the program. The 
miscellaneous program overseas includes extension of the overseas radar net- 
works, and communications facilities, principally the global communications 
networks. In the $25 million indicated as “Package,” are grouped 7 overseas 
bases for which prior years’ unfunded authorizations total about $84 million. 
The $25 million requested against this authorization will be used at the stations 
and for those projects deemed most necessary as and when we are able to obtain 
base rights at the several locations. The Air Force will request from the Armed 
Services Committees the necessary clearances under section 407 of Public Law 
534 before it actually goes ahead with construction of line item of this package. 

This next chart (chart 8) compares by category the proposed use of this appro- 
priation and the $1,200 million fiscal year 1954 appropriation in Public Law 547. 
In the first category of airfield pavements the 1953 appropriation devoted 32 
percent on the total, whereas this program drops pavements to 13 percent. Sim- 
ilarly, for housing and messing the 1953 program allowed 12 percent, while this 
program is for only 7 percent. For fuel, communications, shops, storage, and 
operations (actually the working elements of the Air Force) the 1953 program 
provided 33 percent of the total, while this program provides 42 percent. It is 
seen from these examples that the Air Force is actually hitting first things first, 
in that the majority of the prior program was for airfield pavements and actual 
operational facilities and housing for airmen. The administrative, community, 
medical, training, research, and development lab, and miscellaneous in prior 
years’ programs were only 12 percent, but in this new program are 24 percent. 
Thus, we are cleaning up the few remnants of pavement, and rounding out the 
housing and messing, adding about the same amount proportionally of the direct 
operational facilities, but increasing the emphasis on administrative, community, 
medical, and training facilities, Utilities, land acquisition, and harbor facilities, 
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of course, run about the same percentage in any annual program, inasmuch as 
they are dependent upon the size of the program itself, generally 10 to 15 percent 
of the total. 

Before referring to the detailed program book for further explanation of 
the program, there are three factors warranting further explanation, that is, 
unit pricing, personnel strengths, and format. 


UNIT PRICING 


In the column labeled “Price,” the amount shown in this book is the unit price 
of the particular item, obtained by dividing the cost as estimated by the construc- 
tion agency in the field by the number of square feet, square yards, or whatever 
the particular unit, the resultant unit price being the quotient of these two 
figures. The committee will notice that these unit prices do not follow necessarily 
the national averages in previous progratas, nor do they follow the original cost 
factors developed and still used by the Corps of Engineers in furnishing market 
prices for the construction program. 


PERSON NEI 


Personnel strengths for each station as indicated at the top of each page are 
close estimates only. They will be revised to exactitude before construction 
starts. After the recent decision to reduce the Air Force from 143 wings to an in- 
terim force of 120 wings, and a manpower ceiling of 965,000 persons for the end of 
fiscal year 1956, it was necessary to revamp the entire personnel deployment at 
the bases. This long job is complicated by changes in utilization, reductions of 
manpower and units, and the shifting of various smaller supporting units from 
station to station in accordance with combat forces actually to be created. There- 
fore, the figures in the book for the end fiscal year 1956 strength at the several 
bases are subject to some changes when a better composition of forces is known. 
However, few projects in this program are dependent on a very close determina- 
tion of manpower strengths at each individual station and should not seriously 
affect the program ; most variations in personnel counterbalance one another. 


FORMAT 


The detailed line item book presented to this committee in support of the $400 
million appropriation request for fiscal vear 1954 differs slightly in format from 
that submitted in support of prior years’ appropriation requests. This new 
format resulted from joint efforts of staff members of the Appropriations Com- 
mittee and Air Force representatives. The principal differences between formats 
previously used and this one are that additional data have been included in the 
general information portion for each base to show estimated total cost for the 
base as presently planned, total funds appropriated by Congress through fiscal 
year 1953 for the base, and the estimated cost of the remaining items to be con- 
structed at the base, separated to show the amount requested for fiscal year 1954 
and the amount required in future years. Also, there are three new columns 
added in the detail line-item portion under the heading of “Quantitative require- 
ments,” which indicates for each line item listed, by quantity, total required, 
total financed through fiscal year 1953, and the unfinanced portion. It is desired 
to point out, however, that the unfinanced portion of line-item quantities shown 
does not necessarily reflect total deficiencies for the base, and, therefore, cannot 
be related directly to the cost figure shown opposite “Balance required” in the 
general-information position. This is due to the fact that for some bases included 
in this estimate new authorization and corresponding financing, and financing of 
additional existing authorization will be required to provide the base facilities 
needed to meet mission requirements as presently planned. 


STATEMENT OF Mas. GEN. MANUEL J. ASENSIO, Director or BupGet, Deputy 
CHIEF OF STAFF, COMPTROLLER H&eapquArTEeRS, USAF 


Mr. Chairman and members of the committee, the Department of the Air 
Force appropriation request for acquisition and construction of real property in 
fiscal year 1954 is $400 million. Beginning in fiscal year 1950 and earrying 
through fiscal year 1958 Congress has appropriated to the Air Force $5,023 
million to finance construction programs approved by Congress in prior years’ 
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authorization bills. By the end of fiscal year 1953 it is estimated that a total 
of $3,412 million will have been obligated with $1,398 million of this amount 
having been obligated in fiscal year 1953, leaving an unobligated balance of $1,611 
million scheduled for obligation in fiscal year 1954. The appropriation request 
of $400 million for fiscal year 1954 added to this amount will make a total 
estimated availability for obligation in fiscal vear 1954 of $2,011 million. 

These estimates by line item are in phase with construction requirements under 
the interim 120-wing Air Force, all of which have been approved by the Office, 
Secretary of Defense. The $400 million in new appropriations requested for 
the Air Force for fiscal year 1954 should be available to the Air Force at the 
earliest possible date for the continuation of construction projected for fiscal 
year 1954 on an uninterrupted basis and to provide for an orderly workload in 
contract awards in fiscal year 1954 based on current plans. It is estimated 
that $1,500 million of the $1,611 million of unobligated prior years’ funds carried 
forward to fiscal year 1954 represents contract award funds; that is, total ecn- 
struction costs of projects scheduled for award during period of July 1, 1953, 
to February 1, 1954. It is estimated that $1,025 million of this amount repre 
sents the dollar value of projects which were previously scheduled for award 
in the period of February 1 to July 1, 19583. Other Air Force witnesses in their 
presentations will cover in more detail contract-award scheduling and the opera- 
tional aspects of this budget. The remaining $111 million of unobligated prior 
years’ funds carried forward to fiscal year 1954 is comprised of funds reserved 
to finance contract changes for work under way, to cover Government administra 
tive overhead costs in connection with this work, and some planning funds, which 
will be needed for advance project design of projects scheduled for contract award 
in fiscal year 1954 and for planning of new construction requirements under the 
interim 120-wing Air Force program. 


ARCHITECT-ENGINEER FEES 


Senator Ex.enper. Before proceeding I would like to ask a few 
more questions regarding this 10 percent. You say in round figures 


about 3 percent of that sum goes for architect-engineer fees. 

General WasHpourne. Yes. 

Senator ELLenper. Percentagewise, how is the remainder distrib- 
uted ¢ 

General WasupBourne. The rest of it constitutes generally the over- 
head charges of the Corps of Engineers and its construction agencies. 

Senator ELLenper. They are building 

Beneral Wasupnournr. They are building 85 percent of the Air 
Force program. 

Senator ELtenpver. They are paid out of this? 

General WAsHpourne. Yes; an overhead charge that goes all the 
way to the local engineer offices. 

Senator Evtenper. ‘Traveling expenses? 

General WasHpourNe. Yes, sir. 

Senator ELLENpeER. You spoke of the carrying of things. What do 
you mean ¢ 

General WaAsuBourne. Transportation, cars and trucks and that 
sort of thing. 

Senator Eitenper. You do not mean material used for the con- 
struction. You mean just for those who do the constructing ¢ 

General Wasupsourne. That is right. 

There is a transportation charge on Government-furnished ma- 
terials that we have to ship to offshore jobs but that is considered part 
of the construction costs. 

Senator ELtenper. That is not in the 10 percent? 

General WasuBourne. No. 
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Senator Exttenper. But the 10 percent is solely for enginering, 
architecture, both, as well as the supervision of the building of these 
ports and this supervision entails payment of all the salaries and 
expenses of whatever nature of the Corps of Engineers plus trans- 
portation incident to not the building but the supervision. 

General Wasnnourne. ‘That is all right except it is nearer 9 percent 
or possibly as low as 8 and not 10. I do not want to overstate the 
problem. 

Senator ExieNper. I presume some will be built on foreign soil? 

General Wasupourne. Yes, sir. 

Senator E.tenper. And in your experience this 9 percent in here 
is what you have spent in the past ? 

General Wasnpourne. That is the standard figure we have been 
using for the last couple of years. I hope it goes down. 

Senator E.tenper. Irrespective of the size of the project? 

General Wasnnourne. Right. On the small jobs it may be higher. 

Senator ELtenper. Averages about 9 percent. 

General WasHpourne. Yes. 

es McCreian. In other words, Mr. Chairman, as I under- 
stand it, the appropriation we make for the Corps of Engineers is 
made in ie Army appropriation, right ¢ 

General Wasnpourne. No. I do not understand it that way. 

Senator McCieiian. They are part of the Army and not part of the 
Air Force. 


OVERHEAD COST 


General Wasneourne. I will put it this way: That the cost of 
supervising the public works, the overhead of it, is charged to the 
public works account, and the pay of the Corps of Engineers, the 
milit ary personnel not on construction or civil works is paid from the 
pay of the Army. 

Senator McCie.ian. In other words, in the appropriations bill we 
provide in it for the Corps of Engineers’ cost in that bill. In other 
words, whatever service they per form in civil functions and construc- 
tion of what we term civil function projects we provide the cost in 
that bill. 

Now the Army engineers are part of the Army. Here they are 
called upon to do w ork for the Air Corps and the Air Corps out of 
its appropriation in order to keep the cost straight reimburses the 
Army engineers for the services they render. 

That kept it a proper charger against Air Force facilities. 

General Wasourne. Yes. 

Senator E:tenper. I imagine that you will require quite a large 
force in order to build this large amount of airports? 

General Wasnnourne. Yes. 

Senator Ettenver. Where are those people now? They are in the 
Army, aren’t they ? 

General Wasnpourne. They are being paid out of the program 
now going on. 

Senator Exuenper. You are not building now, are you? 

General Wasnnournr. Yes, sir: this is one of the busy seasons of 
the year. 
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PRIOR APPROPRIATIONS 


Mr. Creepon. We have 5 billion appropriated. 

Senator E..enper. Past appropriations? 

General Wasusourne. Yes, sir. 

Senator Sa.ronsratt. Mr. Douglas, one other remark: I figure 
that if we carry out what the House does suggest taking 242 million 
out of the present funds of 1.7 billion and instead of giving you 37) 
million we will have deducted, we will say, 613 million instead of add 
ing 371 million to the 1,700, that would mean that you could proceed 
at the rate of a $100 million a month instead of 175 million, as you 
say you can proceed at on a yearly basis. 

Mr. Doveuas. Sir, I am sorry, I did not follow that all the way 
through. As to the 175 however, I would like to make this observa 
tion while Mr. Creedon is here. 

Not only is the full $2 billion not available for construction, but 
in a program of this sort it is wholly impractical to come out to the 
end of the fiscal year having obligated every available dollar. Some 
of it may be held up for title problems and so forth, and in this con 
struction program—I think to proceed efficiently with this kind ot 
program, one should assume that the end of the year would be reached 
with some funds unobligated. 

The whole program would have to come to a stop if you ran out 
of money before June 30 of the fiscal year. 


ANTICIPATED BALANCE 


So I have suggested when I raised this question that it would be 
entirely reasonable to expect a balance of not less than $200 million 
at the end of the fiscal year concerned. I think Mr. Creedon admits 
agreeing with me on that. So far as the rate of obligation goes that 
is another factor to consider. 

Personally I am going to be very conservative on what we can 
commit in this program. I told the House committee that I expected 
that we could certainly commit an average of $150 million a month and 
that if we did better than that we would be back at them for an ap 
propriation in addition to the 400 million. 

I would say I think we can do better than 150 million after the first 
of the year but your best estimates at present indicate that the best 
judgment available to me and my judgment that we probably will not 
do better than 150 million for the first half of the year, but that 150 
million, if we go through, will really run us out of money or will run 
us to a zero figure instead of a 200 million carryover. 

So I could not be more convinced than I am that the $2 billion 
figure is a really reasonable figure to work on in this Air Force con 
struction program this year. I really do not see, in spite of the bac 
performance of the past, why, in this area, we should get into even 
an experiment on two appropriations a year. 


AVERAGE MONTHLY COMMITMENT 


Senator Sauronstatt. What you are saying in substance is that 
you are in a position now in the Air Force to commit this money prop 
erly and practically at the rate of 150 million a month ? 
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Mr. Dovenas. I think the average would be 150 million a month 
over the whole year. I think it will be possible we will have recurring 
disappointments on this rate of commitment in the immediate future, 
but I am confident before many months go by this rate is going to 
be up. 

May I read the statement ? 

Senator McCietnan. The very fact that you are not committing 
recklessly is a good sign to me you are trying to use some good judg- 
nent and just the fact that you have an appropriation you are not 
making waste with undue haste to get it committed. 

Mr. Doveuas. I think that observation is one I fully agree with. 

Senator McCienian. I prefer you to come in and say we did not 
get it all obligated and show some evidence of business judgment and 
so forth, rather than come in and find you have committed it waste- 
fully. 

Mr. Dovanas. I think it is quite hard to re-create the urgency that 
existed at various times in the last 2 years when very large amounts 
were authorized and very large amounts were appropriated, 

Senator McCurnian. Did the rev} sion order or directive have some 
impact on this rate of commitment ? 

Mr. Doveras. Yes, it did have some effect, particularly in the last 
» or + months. 

Senator McCiet.an. You did not anticipate that when you were 
giving this testimony last year? 

Mr. Doveras. I was not here but ] am sure whoever did did not 
anticipate that. It has had a substantial] impact, and the House com- 
mittee report recognized it, but the House committee report is also I 
think in order in saying that the estimate was so far out of line as to be 
disappointing. 

Senator McCietian. Yes, it was too much. 

Senator Sarronsrautn. Yes. Go ahead, Mr. Douglas. 

Mr. Doveras. Rather than zo to the statement, if then, this is the 
only chance we have this afternoon, | think I perhaps would rather 
conserve time by requesting my statement be inserted in the record and 
talk to several aspects of the problem that I think are peculiarly 
pertinent. 

Senator SAvroNsra.t. Why do you not do that and we will put this 
in the record ? 

Mr. Dovenas. I will, and may read from part of it. 

Senator Savronsrarp. All right. 

(The information referred to follows :) 


STATEMENT OF THE SECRETARY OF THE Arr Force 


Mr. Chairman and members of the committee, the Air Force has been engaged 
in a broad program of « xpansion to meet our military requirements, An essen- 
tial part of this program is concerned with the construction of base installations 
here in the United States, in the Far Bast. in Alaska, in the North Atlantic area, 
Europe, north Africa. and in the Near Bast. 

Che size of our construction program is attributable not only to a rapid in- 
crease in the size of the air force, but to the fact that a modern air force means 
bigger aircraft and jet power, and calls for new types of facilities, longer run- 
Ways, and stronger runways, The oy ‘rall program involves some 156 airbases 
in the United States and some 117 airbases overseas. 

In the past the program has been described as requiring a total appropriation 
of over $9 billion Approximately $7 billion has been authorized, but within 
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recent weeks the Air Force has reported to the Secretary of Defense that $401 
million of existing authorizations are not required and may be rescinded, so 
total effective authorizations have been reduced. The program has been funded 
to the extent of $5 billion, of which $3.3 billion has been obligated. 

In this situation and in connection with the adoption of the interim Air Force 
program, a review was undertaken of base requirements and the construction 
program. As a result of this review, it was determined that in order to meet 
requirements and keep the base program in balance with the procurement of 
modern aircraft and training of personnel, new authorization and new funds are 
required. Accordingly, the Air Force budget included a request for 1954 funds 
in the amount of $400 million for construction. Also, a bil: has been presented 
to the Congress by the Office of the Secretary of Defense for the three services 
including a new authorization for Air Force construction in the amount of $287 
million. It is proposed to fund the new authorization of $287 raillion from 
unobligated funds of past appropriations. 

The request of the Air Force in the 1954 budget for $400 million for construc- 
tion became a supplemental appropriation bill in the House and is reflected by 
the bill before you which appropriates no new funds and authorizes the use of 
unobligated funds for projects amounting to only $240 million out of the $400 
million requested. The Air Force now seeks favorable action by this committee 
on its request that the House bill be amended to appropriate 1954 funds to cover 
the cost of previously authorized projects totaling $371 million, instead of the 
$400 million originally requested. This is in lieu of the $240,776 which the House 
approved for financing from unobligated balances of previous appropriations. 

The report of the House committee, which denied the appropriation of funds 
requested, was highly critical of the Air Force in its planning and accomplish- 
ment of construction through its construction agencies. Quite naturally the 
committee was particularly critical of the estimate by the Air Force that funds 
could be obligated for the accomplishment of the construction program during 
the fiscal year 1953 at a rate of approximately $250 million a month, when the 
actual rate of obligation realized has been less than half that amount. The Air 
Force understands the disappointment and eritical attitude of the committee, but 
the slow rate of putting projects under contract during 1953 makes it imperative 
that a substantially higher rate be realized in fiscal year 1954, if operational bases 
are to be ready for the modern aircraft on order. 

I expect disappointments in the rate of contracting during the coming year, 
but I have no doubt that it is necessary to seek new funds. Actually, if the re- 
quest for reinstatement of $371 million is granted, there will be available for the 
year a total of approximately $2.1 billion. It must be remembered that in such 
a program as the present one it is impractical to obligate every available dollar 
by the end of the fiscal year. It seems conservative to believe that an average 
rate of $150 million a month should be realized over the whole year, and such 
a rate fully supports the present request. 

The House committee report shows very careful consideration of the Air 
Force program but it appears that the committee’s denial of new funds may have 
resulted in part from overlooking the fact that the Air Force program calls for 
contracting both the projects included in the budget request and also those in 
the request for new authorizations amounting to $287 million. The committee 
report properly recognizes the availability of approximately $300 million of 
unobligated funds for reprograming but it apparently failed to recognize that, as 
explained in committee’ hearings, the Air Force expected to apply substantially 
all of these unobligated funds to financing the new authorizations. 

If the new authorization of $287 million is granted, but the House committee’s 
position of denying additional funds and eliminating some $160 million of projects 
prevails, the Air Force will find itself in the position of having to reprogram the 
budget items of $240 million and the new authorizations of $287 million, or a 
total of $527 million, for funding with the $300 million available. Although 
we are not pleased with the progress of the program, we are confident of a better 
record in the coming year if we can proceed along the lines of the program 
presented. The disruptive effects of such a reprograming as I have referred to 
above would certainly be very serious. 

The Air Force must address itself not only to restoring funds denied, but also 
to restoring most of the projects eliminated or postponed by the House bill. 
This we shall do in such detail as the committee desires. In this statement.I 
do not propose to go into the detail of projects or line items, but would like to 
refer briefly to one category of propects that the House denied for the present. 


85192——53——-35 
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The committee denied estimates in their entirety for 10 bases for which sub- 
stantial funds were already available for the stated reason that construction has 
not been initiated or has been seriously delayed. Although the committee 
position is understandable, I do not believe it fits the needs of the situation. 

I fully recognize that problems of policy and judgment raised by the House 
committee deserve careful consideration. I hope that information presented 
will satisfy this committee that it is in the interest of the national defense that 
new funds be made available in the amount of $371 million. 


PRESENT STATUS OF FUNDS 


Mr. Doveras. I would like to call attention to another factor. I 
think Senator Saltonstall heard me start this analysis a couple of days 
ago, because it had a bearing in the Armed Services Committee. With 
this committee to show how it can be that we need more funds, I think 
it is helpful to refer to the status of those funds at present. 

As of May 31, 1953, of the $1,700 million unobligated, some nine 
hundred million dollars are in the hands of the Corps of Engineers 
for contract. Now the projects are not by any means, in every 
instance, clean and ready for advertising. There may be title prob- 
lems; a number of problems. As far as the Air Force is concerned 
we have substantially finished our job of providing master plans, 
indicating the site, and in every way making our requirements clear, 
so that, as to that $900 million, although perhaps a few of those 
projects will be modified and come back to us, perhaps a substantial 
number, at any given time we are all out of business with regard to 
that $900 million on our program. 

Senator McCretian. You have already processed it as far as the 
Air Force is concerned ? 

Mr. Doveuas. Yes. 

Senator McCietian. And committee it to the Corps of Engineers 
for obligation ? 

Mr. Doveuas. Yes. 

Senator McCienian. Although it is still unobligated ? 

Mr. Dovetas. Yes. 

Senator McCre.xan. It is processed to the point where it is now 
credited to them for obligation ? 


AMOUNT PROGRAMED 


Mr. Doveias. We have a habit of referring to funds in the hands 
of the engineers, it is actually fiscal documents delivered to the Corps 
of Engineers for construction as programed ; at present there is about 
$900 million in their hands; also about $40 million in the hands of 
the Bureau of Yards and Docks, which Bureau does some construc- 
tion for the Air Force; and there is $230 million of fiscal documents 
transferred by the Air Force to particular Air Force commands that 
are actually carrying on the construction. 

That exists both in the Far East, certain parts of the Far East, and 
in Europe, where neither the Corps of Engineers, nor the Navy, but 
our own commands are in effect vente ucting agents. 

You have there a total of actually $1, 190 million, or substantially 
$1,002 million, leaving only $500 million still in the hands of the 
Air Force, and some of those funds have not been made available by 
the Treasury and the Bureau of the Budget. 
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Senator McCietian. That is all you have in the Air Force that 
you do not know yet what you are going to do with ¢ 


SOLID REQUIREMENTS 


Mr. Doveuas. Actually we know what we are going to do with a 
lot of that, because all the time we are planning, but we have not turned 
it over to our construction agency. 

L would estimate, based on the information that I requested in this 
connection, that perhaps as much as $400 million of those funds repre 
sent solid requirements that we expect to make. 

Now where do we find the $300 million that we say is available from 
unobligated funds to meet the new authorization that we are asking 
for from the armed services? One hundred million dollars of it is in 
that $500 million, as I see it, and there are about $200 million, mosé of 
which have been recovered through savings on essentiality reviews, 
that are still with the construction agency, but are for projects that 
will not go through to the extent of the presently programed funds. 

Senator McCietitan. They have been modified or other things ¢ 

Mr. Douatas. Yes. That is a very important thing for the com- 
mittee to have in mind in understanding how this program works, 
because we have to stay ahead ourselves, working on plans and require- 
ments, and the $1,200 million, which is in the hands of our construc- 
tion agencies, though some will come back for reprograming, is for 
the most part settled. 


HOUSE DENIAL OF ESTIMATES 


Now I would like to give you the situation we find ourselves in re 
garding 10 bases with respect to which the House committee denied 
all estimates, and they took that action because they said there were 
certain funds available for construction on those particular installa- 
tions, and no construction had been undertaken, or it had been long 
delayed. 

Senator McCiettan. Are those the ones referred to in the last 
paragraph on page 32 of the report ? 

Mr. Dovenas. Yes. The action the committee took is quite under- 
standable, but from our point of view it is impracticable, and it does 
not fit into the real situation and the requirements that face us. 

For instance, one of the bases referred to there is Abilene. Abilene 
is a new medium bombardment base. Approximately $23 million of 
authorization applies at Abilene at present, and there is some $14 
million of funding. 

We asked for additional funds in the bill before you of approxi 
mately $7.5 million to add to available funds. That was denied by 
the House. We also were asking for an additional $15 million au- 
thorization. Now our situation regarding that base is this: We are 
scheduling a bombardment wing into that base January 1, 1955; 
we are scheduling a second medium bombardment wing into that base 
July 1, 1955. 

Now the $14 million that is funded, and some of which is being 
advertised for bids at present, I think the pavements are being adver 
tised at present, $14 million will not produce an operational base of 
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any kind. We make a start with the $14 million. It does not seem 
to be the custom of our construction agency to do a single contract. 
There are a number of contracts. 

We need not only the $7 million, but we need part of that new 
authorization to have an operational base for those two wings. 

Senator McCietian. The new operation is an enlargement of the 
original program for that base? 

You are now making changes in it to make it provide a service 
in addition to the original service ? 


NEW BASE PLANNED 


Mr. Doveras. This happens to be a planned new base. I think 
you can very well question, on hindsight, the sense of the situation 
we find ourselves in, but sometimes we cannot help that situation. We 
come up as the Air Force did last year, asking for authorizations 
of $3,500 million. Now perhaps that was too large; I do not know. 
It was cut in half. The authorization granted in 1953 with $1,800 
million. The result of that action 

Senator Ettenper. At that point, when you reduced it to $1.8 bil- 
lion, did you cut out air facilities? 

Mr. Doveias. What was done, for the most part, was that the 
authorization requested on particular bases was cut down, so that, 
instead of having programs for a $30 million authorization, in order 
that we might make the base operational on a minimum level, we 
-ame out with fifteen or eighteen or twenty million dollars. 

Senator Exzenper. You have been discussing Abilene. Have you 
plans and specifications as to what you intend to do ultimately at 
Abilene? 

Mr. Dovatas. Yes. We have complete master plans on the base. 

Senator Eitenper. What you are doing is building it in part? 

Mr. Doves. Yes, sir; but we have a target di ite where we have 
to have a minimum operational base available. 

Senator Eittenprer. How do you get around the provision as I under- 

stand it from the House of Representatives that you cannot contract 
for a base or for any facility unless you have all the money 
appropriated ? 

Mr. Dovetas. You cannot enter into a contract. I will ask General 
Washbourne to answer that. 

General WasHpourne. You cannot let a contract if you do not 
have money to do it with. 





ESTIMATE FOR ABILENE 


Senator Exsenper. You say this: In the case of Abilene your 
ultimate goal was to spend 30 million? 

General WasuBourne. 38. 

Senator E.itenper. Yes; 38 million. By spending the 15 that you 
are asking for here—— 

Mr. Dovetas. We are actually asking for 7, it so happens. 

Senator Exxenver. I am talking about 





Mr. Doveuas. Authorization bill, 15 is correct. That makes it 38. 
Senator Evrenver. The fact that your ultimate goal was 38, is it 
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possible for you to let a contract for 7 million and have a facility 
that will operate? 

Mr. Dovetas. No. But I think there is a misunderstanding, because 
as far as 1 know there is nothing to prevent us in building a base, 
for contracting and building the pavement, and Duilding the housing 
and then putting in utilities, and so on. That is the way most of our 
bases are built. 

We will take the one you have been talking about. You contemplate 
building a facility there that we call an airbase that will ultimately 
cost $38 million. 

Senator E.uenper. Your authorization as of today does not author- 
ize $38 million of expenditure so you have come back and got an 
additional authorization ? 

Mr. Dovatas. Yes. 

Senator Ertenper. But in the meantime you get an appropriation 
of $15 million. 

Mr. Dovetas. Yes. 

Senator Exienper. Is that to complete one of the facilities? 

Senator McCrietnan. You let different contracts; and you cannot 
let a contract unless you have that much money on hand.. If you are 
undertaking to build the entire base under one contract, you would 
have to have $38 million appropriated ; right ? 

Mr. Dovanas. Yes. 

Senator McCLe.uan. I see. 

Mr. Doveras. Just another word on Abilene. The authorization 
requested for Abilene was $33 million, I take it at that time that 
that figure was expected to provide at least a minimum operational 
base, but when the total was cut in half in the case of Abilene, we 
came up with $23 million of authorization, of which 14 has been 
funded up to the present time. 

Senator E.LLenper. I must apologize for all these questions because 
I do not happen to be on the Armed Services Committee of the 
Senate nor on the subcommittee that handles the appropriations for 
the Armed Services. 


BLYTHEVILLE (ARK.) BASE 


Senator McCietitan. At this moment, just as a diversion from your 
general continuity—I have to leave the committee in a moment—I 
find that a base in my State, the Blytheville, is listed among the 10 
you have referred to. 

I want to understand what this means when it says the committee 
has denied estimates in their entirety for these bases. 

Does that mean that the funds that were appropriated to you last 
year that have not been expended and have not been obligated, are 
still available so you can construct that project or not? 

Mr. Dove.as. — sir. I am satisfied the House committee thought 
it was doing a very reasonable thing. There may have been a little 
punishment involved in it, but the House committee looked at Abilene 
and Blytheville and Bunker Hill and Dow and Homestead and said 
there are a great many dollars available for construction on those 
bases and until you have made real progress we are not going to give 
you any more. 
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REQUEST ON BLYTHEVILLE BASE 


Senator McCietnan. You have asked $245,000 additional on the 
Blytheville base? 

Mr. Dovatas. Yes. 

Senator McCLett&Nx. Which the House denied you. 

General WasHpBourne. Yes. 

Senator McCietian. You are not now asking that that be restored ? 

Mr. Dovetas. Yes, sir. 

General Wasupourne. Yes. 


RESTORATION REQUESTED 


Senator McCie.ian. You are asking that the $245,000 be restored ? 

Mr. Dovetas. Yes. 

Senator McCie.xan. ‘But, whether it is restored or not, this is what 
I want to determine, the original appropriation of how much? 

General WasHsourne. About $9.5 million. 

Mr. Dovatas. Ten. 

Senator McCietian. Ten. It is still available; it is unexpended 
and unrestricted and you can spend it? 

Mr. Dovetas. Yes. 

General WasHrourne. No. Mr. Douglas, if we do not alter the 
language of the House report, it is frozen. 

Mr. Doveras. Just a minute. Off the record. 

(Discussion off the record.) 

Senator McCretian. In other words, the language of the House 
bill must be corrected or several projects that evidently they intended 
should be constructed that they were not trying to repeal or cut out 
entirely had been affected ? 

Mr. Doveuas. Are very likely to be. 

Senator McCietian. In other words, you do want the money that 
was appropriated for the Blytheville base last year to be made avail- 
able plus $245,000 that you have requested in this appropriation? 


NEW AUTHORIZATION REQUESTED 


Mr. Dovanas. Yes, sir; and we have requested $11 million of new 
authorization in the authorization bill. 

Senator McCietian. That is in the authorization bill. 

Mr. Dovatas. Right. 

Senator McCLe..an. That is something that will come up—— 

Mr. Doveras. That is the complete Blytheville story. 

Senator McCietian (continuing). In due course. I received a 
telephone call from Congressman Gathings, in whose district this is, 
and he had become apprehensive about this language, and whereas 
when it went through the House he felt assured and probably assur- 
ances had been given that this did not affect prior appropriations and 
that they were still available for the construction of the base but now 
vou are apprehensive that prior appropriations may be affected unless 
the language is change¢ 

General Wasnnournr. They unquestionably are. 
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Mr. Dove.as. It is a tough legal problem. It is bad language and 
should be changed. Iam sure it will be changed. 

Senator McCie.tutan. You do not think the House intended it to 
have that effect ? 

Mr. Dovatas. Right. 

Senator McCLeLuan. You are convinced of that ? 

Mr. Dovueuas. Yes. 


LANGUAGE CORRECTION SUGGESTED 


Senator McCietian. The proper thing to do is correct the language 
so there will be no doubt about it and it will be completely clarified. 

Mr. Doveras. Right. My po’nt in bringing up the 10 bases was to 
give you an example of one of the things that would happen to us if 
the House position prevailed. 

Senator McCietian. As I understand it, there is no thought on the 
part of the Air Force at all that these 10 projects here listed should 
be abandoned. 

Mr. Dovetas. No. 

Senator McCietuan. And there was not any intention on the part 
of the House to cut them out permanently ? 

Mr. Dovenas. No. Iam sure that Mr. Davis felt that national secu- 
rity and the Air Force program would not be too greatly impaired 
or embarrassed, but I do not think he fully appreciates the lead-time 
problems, and I think it also is unreasonable to expect that we can 
keep a program like this in full operation, making the progress we 
should, and know we are going to run out of money in a couple of 
months and have to come back to both the House and the Senate at an 
offseason to try to make a showing to keep going, 

Senator McCiettan. This just poses a problem of language as 
I see it. 

Mr. Dovenas. No; not quite, because before the House we asked 
for $400 million, and we specified the projects, and we had 10 bases 
in for $21 million as part of the $400 million. The House knocked 
out $160 million, saying you cannot spend money, at least at present, 
for $160 million. 

Senator McCietitan. I do understand that the amount you re- 
quested and what the House allowed, the difference is in controversy. 
You want that restored ¢ 

Mr. Dovetas. Yes. 

Senator McC.e.xian. But as to what impact or effect the language 
had on use of past appropriations on these 10 projects is simply a mat- 
ter of language? 

Mr. Dovetas. As I understand it, that is right, but what the Air 
Force asserts it has to have, is $371 million. There is one big item 
that we have acquiesced in. 

Senator E.ienper. Off the record. 

(Discussion off the record.) 

Mr. Dovetas. We would like to have permission to incorporate in 
the record other additional information and data to make the record 
clear for the use of the Senate committee on this subject. 
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Senator Ei.enper. All in justification of this? 
Mr. Dova.as. Yes. 


Senator ExLenper. Without obiection, it will be so ordered. 
(The information referred to follows :) 


SUMMARY Or WHat THE Atr Force Is REQUESTING 


First, the Air Force is requesting an appropriation of $371,222,000. These 
additional funds are urgently required to finance construction projects previously 
uuthorized by Congress in the Military Public Works Authorization Act of 1953 
and prior years and for which appropriations have not heretofore been made. 

Second, the Air Force is requesting authority to use the unobligated balances 
of any funds appropriated to the Air Force for “Acquisition and construction of 
real property” to finance construction projects previously authorized by Congress 
or as may be authorized by the 83d Congress. 


to the committee a complete detailed list by location and item of work for which 
these funds are requested. Representatives of the Air Force are available to fully 
explain the essentiality and immediacy of each of the items included. 

With respect to the authority requested as indicated in paragraph 2 above, 
this would permit the Air Force to use the $1,700,000,000 unobligated balance as of 
to finance projects already authorized by the Congress and, through reprograming 
of these balances, to finance the urgently required projects included in the new 
authorization request now pending (S. 2361) after the authorization is approved 
by the Congress. Without this authority it may not be possible to make the most 
effective use of the unobligated balances available. For example, the appro- 
priations made for fiscal year 1952 would not be available to finance authoriza- 
tions approved by Congress in fiscal year 1953 unless this authority is granted. 

The funds and authority requested are necessary for the Air Force to proceed 
in an orderly manner to implement the construction essential under the interim 
120 wing program. 


Senator ELtenper. We will recess at this time subject to the call of 
the Chair. 

(Thereupon at 4:40 p. m., Thursday, July 23, 1953, the committee 
recessed to reconvene at the call of the Chair. 
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Senator Ferauson. The committee will come to order. 
The first witness with regard to the information program will be 
General Smith, Under Secretary of State. It is important that he 
be allowed to give his testimony at this time because there are 
important matters that must be attended to by him. 

I will announce now that it is the intention of the committee to 
complete all hearings on all appropriation bills today; that we will 
remain in session until they are concluded, even though it runs into 
the night. 

I do not propose, as acting chairman of the committee, to cut 
anyone short, but it is necessary that we complete all appropriation 
hearings tonight so that we may mark up the bills in the committees 
tomorrow and have them go to the Senate floor tomorrow, 

I just say that to all committee members and all witnesses so that 
they will know that we may be in for long sessions. But I am sure 
that we can get the testimony in. 

Senator ELLeNpER. Mr. Chairman, may I make an inquiry? 
Senator Fercuson. The Senator from Louisiana. 

























HEARING ROOM 





FOR CHANGE OF 





RESPONSIBILITY 









Senator ELLenpER. Why were these hearings held here? Who 
originated this? We have been holding hearings in another room. 
Why the fanfare? I would like to know who is responsible for it. 
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Senator Frrevson. The present acting chairman went to the other 
room, aS vou did 

Senator E.tenper. I would like to know who ordered all these 
photographers here and this television and everything else. Is this 
groing to be a show, or what will it be? 

Senator Frreuson. [| am assuming that the staff designated the 
room, and I am sure that the photographers come of their own 
volition. 

Senator ELLeENpER. | wonder who did it. You did not do it, I 
did not do it. I do not know a member of this committee so far 
who has done it. I would like to know who had the authority to 
make the change and proceed in this manner. 

Senator Ferauson. I am assuming it was done by the staff, who 
set up the room. , 

Senator ELLnenperR. Can we find out why the staff got this au- 
thority? I thought the committee did what it desired. 

Senator Fercuson. The committee, as a rule, does not designate 
rooms, Senator. You are aware of that. 

Let us proceed, because we are anxious to 

Senator ELLenpgR. Can you find out who did it, Senator? I 
would be curious to find out why it was done. 

Senator Frreuson,. I will find out for the Senator. 

But let us proceed with the hearings. 

And may I say that the Chair will set the hearings at 2 o’clock in 
room F-39. So all witnesses that are here and do not complete their 
testimony will be in F-39 at 2 o’clock. To move now would be a 
delay, and it is important that the general proceed. 

Senator McCarruy. Mr. Chairman, may I say I think it is a 
mistake to move the hearings to a small room where the public cannot 
be present. | think it is a matter of tremendous concern. I have had 
a great number of people ask me if they could not get into the hearings. 
To move this to F-39, where the people cannot hear the testimony, 
would be a mistake. 

I think that in a_-hearing the public should be properly admitted. 
The public should know what is going on. 

May I say to the chairman, so that he will properly be forewarned: 
I note he said he would finish the hearings today. Our committee 
has been holding hearings in this matter for 4 or 5 months with no 
advancement on the material. I want to go intoit. I may say I am 
heartily in favor of the idea of an information program. Iam heartily 
against the type of information program the old Acheson administra- 
tion conducted, and I will have a great number of questions to ask. 

I just want to let the Chair know, so that he will not feel that I am 
unnecessarily encroaching upon his time. 


WITNESSES UNDER OATH 


Mr. Chairman, I have one further request. 

As far as Mr. Smith is concerned, I have no particular desire to have 
him sworn, but I do think that we should follow the procedure that 
the Chair has followed insofar as all other witnesses are concerned. 
I think every witness who appears this morning should be sworn. 

As I say, I do not particularly care whether that applies to Mr. 
Smith or not, he being an Under Secretary of State 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 553 


Senator Etnenper. Mr. Chairman, from what the distinguished 
Senator from Wisconsin has stated, I presume he is responsible for 
having us moved to this room and for having it proceed under the 
Klieg lights. 

Senator McCarruy. You can assume whatever vou like, Senator 
May I say that if you want this held behind closed doors 

Senator ELLENDER. No; I do not want it held behind closed doors. 

Why all the Klieg lights? 

Senator McCarruy. May I finish? 

The Senator from Wisconsin did not invite the Klieg lights. 

Senator ELLenpER. Who did? 

Senator McCarrny. I do not know. 

Let us make it very clear that I do think that every hearing should 
be held in public. I do not think the members of the old Truman 
administration should be able to cover up what they have been doing. 
And why you insist on having this held in a back room, where people 
cannot attend, I do not know. 

But I have not been responsible for the klieg lights here. I welcor 
every cameraman to this hearing. I think the public should see 
what has been going on. 

Senator Ferauson. Now we will proceed with the hearing. 

General Smith, you may proceed, 

General Surrn. Mr. Chairman, I do not have a prepared statement. 

Senator McCarriy. Mr. Chairman, first may I ask, will all 
witnesses, except Mr. Smith, be sworn? 

Senator Feracuson. On the request of any,member, I will swear the 
witnesses. 

General Smith, we will not exclude you, so will you raise your 
right hand? 

You do solemenly swear in the matter now pending before this 
committee, that you will tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

General Smrru. I do. 

Senator Fercuson. You may proceed: 

General Smira. Mr. Chairman, I do not have a prepared statement 
because, with your permission, I propose to address myself only to 
those phases of this project with which I am familiar or with which 
I have sufficient detailed knowledge to speak with some responsibility 

I would like to remark for the record that we are dealing with an 
organization which, in about 8 days, will become, under the President’s 
reorganization plan, an inde ‘pe ndent operating agency, operating under 
the polic y direction of the Secretary of State, who is the President’s 
adviser in matters of foreign policy. Who will head that independent 
agency, I do not know. 


SELECTION OF ADMINISTRATOR 


But I do know that it is the purpose of the President to provide the 
bestjexecutive head that he can procure. And if any one of the several 
men whom I have heard are under consideration are selected for this 
assignment, I believe that you will get thoroughly good, thoroughly 
competent administration, and that the money which you provide 
for this information program will be well handled. 
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How much that money should be I do not presume to state, because 
for me to have that presumption, I would have to have gone through 
each item and satisfied myself that I could come to you and recommend 
its eee an That I have not done. 

[ will say, however, that Mr. Dodge, the head of the Bureau of the 
Budget, am his assistants have done that. And Mr. Dodge has as 
much respect for a dollar as any man that | have ever seen. 


BUDGET BUREAU RECOMMENDATIONS 


The Budget recommended $96.8 million for this pragrey. The 
House appropriation reduces that recommendation by 48.4 percent. 

My own opinion is that an agency actually in operation cannot 
sustain that large a cut and continue to operate effectively. I do not 
base that estimate on any detailed knowledge of the items involved, 
but only on my own experience in operating agencies. 

This cut would follow a previous reduction of approximately ~ 
percent in program level already accomplished within the past yea 
under the administration of Secretary Dulles. 

The appeal request for $80 million, plus Fulbright local currencies, 
still involves a reduction of $7.9 million below the Eisenhower revised 
budget. 

I would like to submit that at the present state of world tensions 
and in the struggle for men’s minds which is now going on, this com- 
mittee should consider rather carefully, as 1 know you will, the extent 
to which you would limit an information program. 

Senator McCarruy. Mr. Chairman, I would like to ask General 
Smith: Would you rather finish your statement before you are asked 
questions, or would you prefer that we ask the questions as you hit 
points upon which we would like to question you? 

General Smrru. I am going to cover about five separate items, 
Senator, and my statement on this will be rather brief. And if you 
do not mind, as I proceed item by item, I will stop, if you would care 
at that time to ask questions, and the gentlemen who are with me and 
who have made authoritative studies will answer those which I am not 
prepared to answer. 

To continue: As I have said, I do not think we should too far reduce 
this budget, assuming, as I believe you have a right to assume, that 
under the leadership selected by President Eise nhower you will get 
value received for what you spend. 

I have not, as I said before, presumed to say how much this would 
be, because I have not personally studied these budget estimates item 
by item. I know, though, as I also said before, that Mr. Dodge, who 
has a profound respect for dollars, has reviewed the level of the budget, 
and that he specifically supports the amount of this appeal. 

May I pause _ re for any questions? 

Senator McCarruy. I have a good number of questions, General, 
but they may houniah into the various subjects which you intended to 
touch upon. 

If you would prefer, I will hold my questions until you finish your 
entire statement. 

General Smiru. Thank vou, Senator. 
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TRANSFER OF WORK FROM STATE DEPARTMENT 


Senator Ferauson. As | understand, you only have to advise us 
today on your part that there is to be a transfer of this particular work 
from the State Department, and therefore you feel that it is up to 
others to justify the amount that vou were not directly connected 
with it; is that correct? 

General Surrn. That is correct, Senator, and also to advise you 
that under the reorganization plan, it is my conviction—in fact, | an 
certain that vou will get good administration and that you will get 
dollar value for every dollar you spend in this cold war and/the 
struggle for men’s minds. 

Senator ELLENDER. Mr. Chairman. 

Senator Ferauson. The Senator from Louisiana. 

Senator ELLENDER. | wonder if vou could have the general discuss 
with us such part of the Voice that he has had direct connection with 
before he gets through. 

General Smirr. Yes, Senator; [ would prefer 

Senator Ferauson. You mean his past connection? 

Senator E_Lenper. Yes, his past connection and how it was 
operated, so far as he was concerned. 

Senator Ferguson. Because you will not be connected in the future, 
that is certain? 

General Smirn. No, sir. 1 will not, except in the position of assist- 
ing the Secretary in providing the foreign policy gudiance and the 
general foreign policy control. 

Senator Frerauson. In other words, you tell us now that at least 
you will not be the head of it in the future? 

General Situ. I certainly will not, sir. 


BOOK DIRECTIVES 


Senator McCarrnuy. May IJ ask the general: Did you sit in upoa 
the drafting, or did you do any consulting with those who drafted 
the vast number of book directives that have been put out over the 
past several months? 

General Smiru. I did not, Senator. 

Senator McCarrny. In other words, you had nothing to do with 
those? 

General Smiru. No, sir. 

Senator McCarrny. I am glad to hear that. 

Senator ELLENpER. Mr Chairman, I presume that the main attack 
against the Voice would be largely as to its past performance. So I 
think it might be pertinent, whenever the general feels disposed, to go 
into this matter insofar as he is presently concerned and his connection 
with it in the past. 

And I am not going to use the time to do that, General. You 
may, as far as I am concerned, proceed in your own way. 

General Smrrx. Mr. Chairman, I should like to thank the Senator 
I will, if I may, proceed with the details that have caused me con- 
siderable concern, and at the end, if the Senator would like, I will 
give him my own experience in connection with the Voice, which was 
that largely of a monitor in Moscow, making suggestions. 
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PERSONNEL CEILING 


[ should like now to call your attention to a restrictive clause which 
the House has placed on the personnel ceiling in this new organization. 
This restrictive clause calls for total personnel ceiling of 7,500 as 
compared with a total of 11,070 positions in the President’s request, 
and, second, and considerably more important, it requires that each 
unit—I repeat—unit must be reduced to 66% percent of the number 
now employed. 

Mr. Chairman, I do not here wish to appear presumptious but I 
believe that when this body provides funds for the operation of an 
agency of this kind or of any other kind which is responsive to the 
United States Government, of which this is a branch, they exercise 
their judgment by limiting the appropriations. Then if you hire 
a good man to run the show—and the President is certainly deter- 
mined to provide that—I would strongly advise against putting in 
too many restrictions. 

Senator Furauson. Will the General explain what, in his opinion, 
with his knowledge of the operation in the past, would be meant by 
“unit’’, where the limitation of the House is 66 and two-thirds percent 
on a unit basis that the cut must be instead of an overall cut of a third? 
What would the General say as to what was meant by the ‘unit’’? 
What is the proper interpretation of that? 

Does that mean that if you had a broadcasting station, that you 
would have to take in that particular station one-third of the em- 
ployees out of it? In other words, if they had one engineer in a 
broadcasting station, that you would have to take a third of that 
engineer out? 

General Smrra. Mr. Chairman, I asked that question yesterday. 

Senator Fercuson. In other words, take him all out? 

General Smiru. I asked that question yesterday, and I very much 
fear that the interpretation which would be placed on that wording 
is exactly as you have defined it. 

I asked whether this would be carried as a geographical unit or an 
operating unit. The answer is not clear. 

Senator McCarruy. May I interrupt you there, General. 


PERSONNEL CHARTS 


For your information, we have just received the charts prepared by 
someone up on the information program. It provides how they shall 
handle this personnel cut. It is not in accordance with what you 
apparently think the House meant. 

I sent to my office to get a copy of the chart. It reduces the work- 
ing personnel by a very great percentage, and it reduces the adminis- 
trative personnel by a very, very small percentage. 

I wonder who here would be able to discuss that later on. Would 
you know, General? It is a chart prepared in the New York office. 

General Smirru. The head of the Voice is here, Mr. Chairmaa, and 
there are with me Mr. Arthur Kimball, who is Deputy Administrator 
of ITA; Mr. Hamilton, who is acting Assistant Administrator for 
Policy and Plans; Mr. Riley, who is Assistant Administrator for 
Educational, Exchange Service; Mr. Schwartz, the Acting Budget 
Officer of ILA; and 1 or 2 others. 
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But, in specific answer, I don’t believe any of these gentlemen would 
be able to confirm that chart other than as a plan, because, if 1 may 
answer the question directly, if 1, for example, were going to take over 
this new agency as a selected administrator will be, I would not con- 
sider myself bound by any chart or any plan which had been prepared 
up to the time that I took over, and I would exercise my own judgment 
as to how | would reduce personnel and how | would distribute it. 

And that is why | would very strongly advise that you not put too 
restrictive a provision in there. 

For example, let us assume that the new director, whoever he may 
be, after a careful consideration decides that he can operate more 
efficiently with 7,528 people. I would not want to limit him speci- 
fically. Nor would | wish to tell him that he would have to reduce 
every unit to 66% percent because he might wish to reduce some of 
them two-thirds and he might want to increase 1 or 2. 

Senator McCartruy. May I interrupt, because Senator Fereuson 
asked the question whether or not one engineer, where you reduced 
personnel one-third or two-thirds, whether vou would have to get 
rid of that engineer. I point out that the New Yerk office—and 1 
assume there is some one here who is responsible for drafting the 
directive—has already issued a directive of our plan to provide that 
cuts will be made in the working personne! and practically no ent in 
the administrative personnel, which I think answers Senator Fergu- 
son’s question. 

COMMUNIST BOOKS 


General, if you do not mind my going into this at this time, let 
me sav that during our long investigation we have been very dis- 
turbed by the use of the works of Communist authors—-men who are 
avowed Communists, men who refuse to answer whether they are 
Communists on the ground that the answer may summon them to 
jail. 

[ am not talking about the use of the books by the operating per- 
sonnel. I think any of your men in the field who are running this 
program must read Communist books and directives to know what 
the Communists are doing. I am speaking of the books upon our 
public shelves, placed there with our ostensible stamp of approval, 
which condemn and ridicule the American wavy of life 

| would like to ask you this simple question, General: It is impos- 
sible to know what the policy is for the past several months because 
of the vast number of conflicting directives. It is possible to know 
what the policy was under the previous administration. Their 
policy was to buy those books and put them on the shelves. We have 
a list of about 30,000. 

But let me ask you this first: Do you think it was a mistake on 
the part of the previous administration, or whether it was wrong 
for them to purchase the works of Communist authors and put them 
on our shelves throughout the world? 

General Smirn. | do, except under the most exceptional cases 

Senator McCarruy. I would like to get that qualification. I hear 
that quite often. 

General Smitu. I will give it to you. 
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BOOK USE CASE CITED 


Senator McCarruy. Is there any case in which you would place a 
Communist book on the shelf—now, keep in mind, I am not talking 
about quoting a Communist on the Voice of America, quoting what 
he said to proving he is wrong; I am speaking about putting the work 
of a Communist on our book shelves with our stamp of approval. 

General Smiru. I can only think of one case from my own exper- 
ience, if 1 may answer directly, Mr. Chairman. 

I can only think of one case. If I could, for example, get a copy of 
the first short history of the Communist Party published in the Soviet 
Union and the last short history of the Communist Party published 
in the Soviet Union and put those two books side by side where I was 
sure that intelligent and inquiring people could compare them, I think 
that that might be a master stroke. But J cannot think of any other 
specific instance. 

Senator McCarruy. In other words, as far as you are concerned, 
you cannot think of any other Communist authors you think we should 
use. 

General Smiru. I cannot at the moment, Senator. 

That is an exaggerated case, but you undoubtedly have read those 
two things yourself, and you know there is no more comparison be- 
tween the first short history of the Communist Party and the one last 
year than there is between Louisa Alcott and some of our more iurid 
authors. And to any sensible person, a quick comparison of those 
two little books would be the most illuminating thing that could be 
read. 

| gave you that as a pretty farfetched example, but I also cite it 
as a reason why we sbould not absolutely prevent the tactical use of 
a thing of that kind if, in the unusual case and under the peculiar 
conditions which are now gomg on in the Soviet Union—and strange 
things are happening there—-there might be an opportunity to seize 
a tactical advantage. 

That is all I could give you. 


RECENT FICTION WRITER CASE CITED 


Senator McCarruy. General, we had a fiction writer before the 
investigation committee. He was asked whether or not he thought 
the Communist line and also his books—he is an admitted Commu- 
nist; he was jailed in connection with the Communist trials—his 
answer was that every book written by him—and I think I quote 
him about verbatim—-every book written by him had social sigaifi- 
cance. In other words, he was preaching the Communist line in his 
fiction worxs 

Can you see any reason to place the works of Communist fiction 
writers in our information library? 

General Smrru. Senator, 1 am not an authority on those matters. 
You have, I know, read the literary masterpiece of 1950, entitled 
“My Three Years in Moscow,” because I gave vou a copy of it, and 
that gives you my own views about those things. I can differentiate 
between black and white very clearly, and I dou’t think there is anv 
significant reason for selecting the fiction works or otherwise of a 
Communist author. 
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Senator McCarrny. The question is this, General: Can you see 
any reason why we should purchase the works of a Communist who 
writes fiction and put that on our shelves? 

General Smirx. No, | do not, Senator. 

As a matter of fact, 1 made a little inquiry, although I am not an 
authority on this delicate matter of books, and I find that this library 
service has not, since 1947, expended any money at all on the works 
of Communist authors or the works of those that they believed to be 
Communist authors. But they did, indeed, have a good many books 
on their shelves—that is, | say a good many; I mean relatively signi- 
ficant number. 

Senator McCarruy. May I tell you that you are in error, that the 
evidence before our committee shows they have purchased the works 
of Communist authors since 1947? 

General Smrru. Then I will let my informant answer later on, be- 
cause he is present and has told me that. 


FUNDS FOR PURCHASE OF COMMUNIST BOOKS 


Senator Frrauson. General, as far as you know, is there any 
money in this particular budget to purchase Communist works? 

General Smirn. Senator, there is not, as far as I know, nor is there 
the slightest intention of so doing. 

Senator Frerauson. As far as you are concerned, none of the money 
will be used to purchase Communist-authored books, or Communist 
books, propaganda? 

General Smita. No, Mr. Chairman, it will not. 

Senator McCarruy. In that connection, Mr. Chairman, let me ask 
this question: There is money in the budget to provide for the upkeep 
of the library, right? 

General Smirx. Yes; that is correct. 

Senator McCarrny. I read in the paper the other day that orig- 
inally the information program ordered the removal of the works of 
some 300 either Communist or fellow travelers from the library shelves, 
that they later ordered returned to those shelves the works of about 
250 of those individuals. I wrote the information department the 
other day and asked for a list of the 250 authors whose works they 
first considered improper on our shelves and now they are considered 
proper. Does anyone here today have that list? 

General Smirx. Mr. Chairman, I am obliged to plead ignorance. 

Senator MoCarruy. | would like to know if someone has that list. 

Mr. Kimpaty. Mr. Humphrey has it. 

Senator McCarruy. May we have it now? 

Mr. Humpurey (Richard A. Humphrey, Acting Assistant Admin- 
istrator of Information Centers Service). I don’t have the list of all 
those removed in the field, Senator. We don’t have all those. We 
can get it. 

Senator McCarruy. You have ordered certain ones removed. Do 
you not have the list? 

Mr. Humpurey. Yes; we have the list. 

Senator McCartruy. Could we have the list? I would like to have 
my staff check that while Mr. Smith is testifying. 

Senator Fercuson. You have your staff go and see him. 


35192—53——36 
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Senator McCarrny. I have been working on this for 4 months, 
Mr. Chairman. 

Senator FerGuson. You can get the information now. Let us 
proceed with General Smith and have your staff go to the witness 
and 

Senator McCarruy. Will the witness give that to my staff? 

General Smiru. Yes. 

Senator Frrauson. Al] right, proceed. 

Senator ELLENDER. What Staff is this? 

Senator McCarruy. My office staff. 

Senator Ferauson. Al] right; go ahead with the witness, 


OPPOSITION TO PERSONNEL LIMITATION 


General Smrru. Mr. Chairman, I do not know whether I made my 
point clear, but it is one that I would like to repeat again because it 
deals entirely with the matter of sound administration, And I repeat 
that I would strongly recommend against imposing that fixed limita- 
tion, because I think that if you are hiring a man, as you are about to 
do—and I assure you that you will be provided with a good one- I 
would give him as much latitude as | possibly could to get this show 
in order and get it going in a form that will be a credit to the admin- 
istration, to the Congress, and to the American people. 

I would therefore recommend that the paragraph be deleted which 
provides that not to exceed 7.500 average annual positions, ete., may 
be financed from this appropriation, and particularly that the average 
number in each unit shall not exceed 66% percent of the number now 
employed, both as to the United States and local personnel, respec- 
tively, because | myself, as an executive, would feel seriously handi- 
capped if I had to work under those limitations, particularly in view 
of the fact that I would have to make lots of savings because of a 
reduction in the amount of money available. 

Senator Ferguson. Could | ask this: That limitation now in the 
House is one way of cutting the dollar, but certainly it would not be 
a way of cutting out those that were not competent, because they 
could remain in as part of the 7,000 and part of the 66% percent. So 
we could not say that you were going to cleanse the Department by a 
method of this kind. “That would not help it in that way. 

As I understand the bumping rule in civil service, would it apply 
to this Department so that if you took out a bad one at the top, tried 
to get him out, that he would bump somebody down along the line 
and may remain in, and the good may go out? 

General Smiru. That is correct, Mr. Chairman. 

Senator Frereuson. So that we would gain nothing in getting a 
better staff by this method, but we could save dollars by this method? 

General Srru. That is correct, Mr. Chairman. 

Senator Fereuson. But you could save the same dollars by putting 
in the amount and saying that you could not use more than a certain 
number of dollars and have the Department itself, under the President, 
determine who were to be the employees and what they were to do, 
through his direction? 

General Surry. That is correct, Mr. Chairman. You have and 
will exercise the judgment in providing the money to run this agency. 
And you will limit its activities, and assuming that you have a good 
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executive at the top of it, which you will, that is a good and a sound 
limitation. 

But within that limitation, give him the flexibility, because what 
you have described about bumping is one of the great handicaps 
under which every Government executive operates. 

Senator SALTONSTALL. Mr. Chairman, may I| ask one question? 

Senator Fercuson. The Senator from Massachusetts. 


EFFECT OF PROVISION FOR FUNDS FOR TERMINATION LEAVE 


Senator SarronsTALL. If this provision is left in, how much will it 
reduce the amount of available funds for use in the service cause of the 
termination leave and so on? Have you estimated that amount? 

I have heard the figure and I would like to get it exactly as I could. 

General Smirx. About $10 million. 

And that means that instead of a $60 million operating budget, 
the activity will actually operate on about $50 million. 

Senator Saltonstall. So that if we wanted to cut out this number 
of e mployees we would to it better—following up what the chairman 
has said—by cutting the amount of the money available and let you 
do what you want? 

General Smiru. That I believe to be entirely correct, Mr. Chairman. 

Senator Ronertson. Mr. Chairman. 

Senator Fercuson. The Senator from Virginia. 

Senator Rosrrrson. General, you may recall, that when you were 
a colonel I arranged for you to go bass fishing in Back Bay with one 
of my employees named Harry Bailey? 

General Smiru. I do, sir. 

Senator Ropertson. After that trip he told me you were the most 
expert fisherman he had ever seen. 

When you go out for bass, can anybody sitting in Washington or 
anywhere else tell you whether you use a surface lure or under-the- 
water lure, or do you have to just measure the fishing to conditions 
as you find them at the time? 

General Smiru. That is a very good simile, Mr. Chairman. You 
must adjust your methods to the conditions as they then exist, in- 
cluding the number and size of the bass, if I may say so. 

Senator Rozertson. Sometimes they will take a surface lure, some- 
times they are feeding just medium way up, sometimes they are down 
very deep. 

Senator Fercuson. Sometimes they will not take any. 

Senator Ropertson. If you are expert enough you can fool them. 

Senator McCueiuan. Mr. Chairman, I would like to ask the general 
1 or 2 questions. 

Senator Frrauson. Senator McClellan. 


USE OF FEDERAL FUNDS FOR BOOK PURCHASE 


Senator McCue ian. As I understand you, you said there had been 
no Federal funds used for the purchase of books of Communist authors 
since 1947? 

General Suir. I stated that I had been so informed. 

Senator McCarthy considers that an error. I have asked that the 
gentlemen here who are experts on that subject be permitted to answer 
that question because I am not. 
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Senator McCieiian. Will you be in a position, either yourself, o 
by your assistants, to give us definite information as to whether it is 
your contention that they have not been purchased since 1947 with 
Federal funds? 

General Surrx. Yes. 

The gentlemen who are here are in a position to answer that question. 

Senator McCie ian. One other question: There has been a great 
deal of controversy about the books in the libraries overseas. What 
has been done and what is now being done to remove from the shelves 
these books that are regarded as objectionable? 

General Surra. Mr. Humphrey will answer all those questions, 
Mr. Chairman 

The only reason that I do not is because I cannot answer from per 
sonal knowledge, and I would prefer not to discuss matters with which 
I cannot speak authoritatively. 

Senator McC.Leiuan. You do have the witnesses available that 
will present that testimony? 

General Smiru. Yes. All these gentlemen here are prepared to 
answer that. 

RESPONSIBILITY OF NEW ADMINISTRATOR 


Senator Frrauson. As I understand, the new administration of 
this de - irtment would be responsible for that particular job. 

Senator McCLe.tan. Whoever is in power now is responsible for 
removing hey They may not have been responsible for them having 
gotten in 

Senator Fereuson. What I have in mind is that the department is 
to be shifted out of the State Department in the next few days. 

Is it not, General? 

General Smira. That is correct, Mr. Chairman. 

Senator McCrieiian. I would like to know what has been done up 
to now to determine what else is necessary or needed to be done. 

Senator Fereuson. I agree with you. 

General Smirn. May I repeat, Mr. Chairman, something I said 
before a number of the members of the committee arrived. 

That is that I would beg to remind you that within about 6 days 
this activity becomes an independent agency, operating under the 
policy guidance and policy control of the S Secretary of State, but 
independent in operation, under a director to be selected by the 
President 

And as I said at that time, while I do not know who that director 
will be, if anyone of the 3 or 4 men whom I have heard are being 
considered is chosen, you will get absolutely first-class administration. 


QUESTION OF POLICY 


Senator Fereuson. Now I will ask on the question of policy: Will 
it, or will it not be the policy of the State Department which will 
guide the new director of this independent agency to remove Com- 
munist propaganda from the American-operated libraries in foreign 
countries? 

General Smrru. Your question was: Will it, or will it not be the 
policy of the State Department to remove Communist propaganda? 

Senator Ferauson. Communist propaganda. 
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General Smrru. My answer is: It will. 

Senator Frereuson. And will you say to this committee and to 
the Senate that it will be done immediately under that policy? 

General Smiru. I will, indeed, Mr. Chairman. 

Senator McCarruy. Mr. Chairman, may I interrupt? 

General, who told you that no Communist books have been pur- 
chased since 1947? If you recall? 

General Samira. The gentleman on my right, Mr. Kimball, on the 
way down here, in response to a question, told me that, as far as he 
knew, no money had actually been expended. 

Would you be good enough to refer that question to him when he 
takes the stand? He is the sacrificial lamb this morning. 

Senator McCarray. I will. We have a lengthy list of Communist 
books of authors purchased since 1947. 

One further question: I know you are not running the information 
program, but who is here representing the administration that can 
tell us what the policy will be? I think before we appropriated $60 
million, or $90 million, or whatever we appropriate, we should know 
definitely what the policy will be, in other words, whether it is going 
to be a carry-on of the old Acheson policy, or not. 

When Mr. Johnson took over first we had very encouraging indi- 
cation that there was going to be a housecleaning, getting rid of men 
like Reed Harris, Johnstone, and others. He indicated a complete 
spirit of cooperation until he quit because of bad health. And then 
he appeared to switch back to the old Acheson policy. 

I might say, in fairness to Mr. Johnson, I doubt very much that it 
is his idea. He impressed me as a very intelligent man and I thought 
he would do a good job. I do not know who is guiding him. 

But asof this time that we are being asked to appropriate this money, 
the question is: What will the policy be? 

Who can tell us? Or must we wait and learn that after we have 
appropriated the money? 

General Smiru. I am afraid you will have to elaborate on this 
question a bit, Mr. Chairman, if | may say so. What kind of policy? 

Senator McCarruy. The policy to be followed by the information 
program. Who can tell us? Whom ean we question about the 
policy to be followed on the radio broadcasts, the type of material, 
whether it is going to be just a hired newsbroadcast, what country is 
going to broadcast it, what countries will be cut out, what type of 
books we are going to use, what type of news service? 


USE OF FUNDS 


In other words, is there someone here who ean give us a complete 
picture as to how the $60 or $90 million will be spent? 

General Smirx. Not entirely, sir. 

In the first place, you have a new Director who will decide on 
operating policy. He will have to be confirmed and he will be subject 
to questions by this committee and by other committees of the 
Congress. 

Senator McCarruy. That will be after we appropriate the money, 
of course. 

General Smrrxu. That will be after you appropriate the money, and 
you have to take on faith the President’s determination to provide 
effective leadership. 
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With regard to policy directives insofar as the State Department is 
concerned, | can answer it only in this wav: That it will reflect the 
foreign policy of the United States as approved by the President and 
by the Senate Committee on Foreign Relations and the House Com- 
mittee on Foreign Affairs, and that it will be so conveyed to the 
Director who will carry it out in operations. 

Senator McCarray. Can you answer this simple question, General: 
Will the works of Communist authors be removed from our shelves 
abroad, or will they be continued there? 

General Surru. Mr. Chairman, the answer is “Yes,” they will be 
removed, and are being removed, except under the most unusual 
circumstance, that I described in my previous testimony, one which 
I may say is the only one that I ean produce from my knowledge and 
experience at the present time and one which is a pretty far-fetched 
tactical situation. 

Senator McCarruy. Could you tell us then or designate someone 
to tell us about the alleged 250 authors whose works were first ordered 
removed, according to news stories, then ordered returned? 

General Smrra. Mr. Chairman, Mr. Humphrey is the authority 
on that. And if I may, I will designate him as the gentlemen to 
answer the question. 

BOOK BURNING 


Senator McCartuy. Let me ask you one further question, 

We have been hearing a lot about what people refer to as book 
burning. The Daily Worker has been criticizing our committee each 
day for alleged book burning. Our committee has not burned any 
books so far, as far as I know. 

What would your definition of book burning be? Would you 
consider that to be the actual physical lighting of a book, or merely 
the removal of unsatisfactory books from the shelves? I would like 
to get a definition. 

General Smiru.. Mr. Chairman, that has nothing to do with my 
testimony this morning, and which I am not prepared to answer. 

Senator McCarruy. Who represents the administration, so we can 
get these policy questions answered? 

General Smirx. Does the Chair consider that a policy question? 

Senator Ferauson. The Chair would want to know whether or 
not it is the policy of the Department to burn books, before they can 
give a definition of book burning. 

Senator McCarruy. Let me ask this question: What do you do 
with the books of Communist authors that you remove from the 
shelves? 

General Smirx. May I defer that to Mr. Humphrey, because I 
simply do not know anything about it? 

If it rested with me, since they are property of the United States 
Government, I will answer that question—Since the property is that 
of the United States Government and since any officer of the United 
States Government is charged by law and by responsibility for deriv- 
ing every bit of saving thet he can out of it, I would get 2 cents worth 
for old paper, if I could. 

Senator McCarruy. I think that might be a good way to dispose 
of it. 

Senator MaGnuson. That reflects your Army training, does it not, 
General? 
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General Smitu. I think that reflects the training that is common 
to every officer of the United States Government. 

Senator Ferguson. I might ask the legal question now: Would 
anyone be authorized, as you understand it, to actually destroy 
property of any value, of the United States Government? I mean 
total destruction by burning. 

General Smrru. Mr. Chairman, in the first place, there is a directive 
against it. And from my military experience, it is punishable by 
court-martial in some branches of the service. 


FURTHER DISCUSSION OF CHANGE OF HEARING ROOM 


Senator Fercuson. The Senator from Virginia. 

Senator Rosertson. Before we go into the details of who wrote 
Communist books, what to put in them, who removed them or did 
not, or who burned them or just threw them in the ashean, and so 
forth, I would like to call attention to the fact that Senate Majority 
Leader Mr. Knowland told me last night that if we would promptly 
report this bill to the Senate he expected to bring about adjournment 
sine die on the evening of July 31. Now, everybody realizes that a 
performance before the Klieg lights and the cameras is stimulating 
to the members of the committee and puts on a good show for the 
audience. But in view of the fact that it always slows down the 
proceedings, may I ask, since time is of the essence, why you decided, 
after calling a meeting of this committee to meet in our regular 
committee room, to transfer it over here? 

Senator Frrauson. If that is a criticism of the Chair, I will say 
that the Chair went to the same place that you went to for the hearing, 
and he was advised by the staff that it had been moved. 

Senator Ronertson. Who moved it, then, if the chairman did not 
move it? 

Senator Ferauson. The Chair cannot answer that. 

I would like to proceed. We can find that out later. I would like 
to proceed with the hearing. 

Before you came in, Senator, I stated on the record that it was the 
intention of the Chair to move back to F-39, the regular hearing 
room, at 2 o’clock; that we are going to complete, so far as the Chair 
can control the issue, all of the testimony on all of the appropriation 
bills Friday, today. And you had better be prepared 

Senator Rosertson. Is the Chair from now on going to control 
where we meet? 

Senator Frrauson. Yes, from now on. I thought I could save 
time. 

Senator McCartny. Let us have the record straight on this. 

No. 1, I feel that whenever you are holding a meeting of great 
importance, dealing with $80 million or $90 million, the American 
people are entitled to hear what is going on. 


COMPLAINTS OF NEWSMEN 


No. 2, let me say that I personally asked Senator Bridges to have 
this in a room of sufficient size so the public could be here, so there 
would be room for all the newsmen. I had complaints from the 
newsmen that they would be unable to find space in the small room 
originally designated. 
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So let us make it very clear that I personally asked Senator Bridges 
to have his staff move this to a room large enough so all the press 
could attend, so that the public could attend. 

As far as the cameras are concerned, I do not know who invited them 
in. They have full permission to come into my hearings whenever 
they care to. 

And I may say that while I am also anxious to leave here on August 
1, I think we are drawing a salary, we are working for the American 
people, and we cannot rush away because we want to have a vacation. 
I think when we are dealing with $80 million we should spend all of the 
time necessary to develop all the facts. 

Senator Fercuson. We will develop the facts. 

Senator Ropertson. The Senator from Virginia did not say any- 
thing about a vacation, and he can get home as often as any other 
Member of the Senate. 

sut I just want to make it clear that if we do not get out of here, 
that the Democrats are not responsible for not getting out. 

Senator McCarruy. I would say the Democrats are in the habit of 
getting out when they want to, anyway. 

Senator Ferauson. Let us proceed with the testimony, 

Senator Macnuson. May | ask one question? 

Senator Frrauson. The Senator from Washington 


DETERMINATION OF POLICY 


Senator MaGnuson. Senator, there was some suggestion here 
made that probably the committee should want to get an outline 
of the policy on this matter before they appropriated the money 
and vou testified that ee 6 days this department will be an 
independent agency in fact, but the policy is determined by the Secre- 
tary of State and the President of the United States; is that correct? 

General Smrrn. The foreign policy guidance, Senator, will be 
provided by the Secretary of State. The operating policy will be 
dictated by the new director. 

You will have and you can be provided with a general plan prepared 
by the present staff. But I want to make very clear that no such plan 
would be binding on the decisions of the new director if he is an 
administrator of any competance at all. I would not consider it 
binding. I would consider it as subject to approval, change, and 
recommendation. 

Senator Magnuson. And that if we wanted to get an outline, 
projected outline of the future policy, the proper person for us to call 
would be the Secretary of State, would that be correct? 

General Smiru. No sir. 

Senator Macnuson. Or the President of the United States. It 
is suggested here that we call one President. I do not know if we 
might be able to call 2 or 1 ex-President. 

General Smiru. I don’t know, Mr. Chairman, that either one of 
those would be necessary. 

Senator Macnuson. | mean, being serious, the Secretary of State 
would be the proper person to testify before this committee on that 
matter; is that correct? 

General Smrra. Only to the extent that I am unable to represent 
him. I am testifying for him. I am the Under Secretary. 
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Senator Haypren. Mr. Chairman, I have before me, as all the others 
have, a statement addressed to Senator Bridges by Edward B. Wilber, 
the Budget Officer and then there is a justification that follows it. 
Is that all in this record? 

Senator Fercuson. Not yet, however, I will receive it now as part 
of the record, also the State Department has requested a number of 
amendments to H. R. 6200 which have been formally submitted in 
three separate letters to the chairman of the committee. One of 
these letters relates to the international information program and the 
other two are concerned with the appropriation for government in 
ee areas and with the general provisions. These letters will 
be placed in the record at this point. We will also place in the record 
the letter of advice from the Budget Bureau approving the revised 
estimates for the international information program together with a 
comparative summary of the requests therefor. 

(The material referred to follows:) 

DEPARTMENT OF STATE, 
Washington, D. C., July 23, 1958. 
The Honorable StyLes Bripcgs, 
Chairman, Committee on Appropriations, 
United States Senate. 

My Dear Senator Brivces: It is respectfully requested that your committe: 
make certain amendments to H. R. 6200, Supplemental Appropriation Bill, 1954, 
in chapter III, Department of State, International Information and Educational 
Activities, and in chapter XII, general provisions. 

The following tabulation summarizes essential facts concerning the 1954 esti- 
mate for international information and educational activities included in the 
appropriation request for the International Information Administration: 

Revised 1954 estimates: 
Dollar appropriation requests $87, 900, 000 
Authority to use foreign currency without dollar costs for 
Fulbright educational-exchange program, in accordance with 
provisions of Public Law 584, 79th Cong __-_- 8, 859, 7 


Total scubweY : _ 96, 759, 7 


* * 


House allowance: 
Total appropriation, including the dollars necessary to 
purchase foreign currency for the Fulbright educa- 
tional exchange program . $60, 000, 000 


Reduction we bud ‘ 36, 759, 791 


* * * * + 


Restoration requested: Dollar appropriation request - _ - . $80, 000, 000 
Authority to use foreign currency without dollar costs for 
Fulbright educational exchange program ___-- - , 859, 7 


Total estimate ‘ ; 88, 859, 


Total restoration _ ___- i é . , 859, 791 


The impact of the House reduction is accentuated by the liquidation costs 
which it would force. These costs—the extra cost of carrying the existing level 
of employment and unavoidable obligations until reductions can be made in the 
first quarter of the fiscal year, plus terminal leave and other termination costs 
are estimated at $10 million. Thus, the House allowance of $60 million permits, 
in effect, a program level of approximately $50 million—-a reduction of 48.4 percent 
from the level requested. 

The Department requests restoration of $20 million in dollars, for a total 
dollar appropriation of $80 million, plus authorization to utilize, as heretofore 
authorized by the Congress, $8,859,791 in foreign currency without dollar cost 
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for the educational exchange program. This request is consistent with reductions 
recommended by the Bureau of the Budget on June 12, 1953, in connection with 
its review of all appropriations which will finance Reorganization Plan No. 8 
agencies 

The Department is deeply concerned that the drastic reduction in funds under 
the House bill would seriously impair the conduct of effeetive world-wide informa- 


tion and edueational exchange programs in fiscal year 1954. It is coneerned 
likewise with the fact that the House bill includes new language which, if finally 
approved, would force a 45 percent reduction of personnel in each unit and remove 
substantially all flexibility in the utilization of personnel. This restriction would 
make practically impossible orderly reprograming and proper organization of the 
new information agency which will come into being on August 1, 1953, assuming 
that Reorganization Plan No. 8, which has already been approved by the House 
will be approved by the Senate. This restrictive language should be deleted from 
the bill. 

The Department also requests that the committee consider favorably the 
restoration of certain language provisions which were deleted by the House. 
One of the provisions deleted is necessary to permit use of ITA radio construction 
funds for “project pigeon’’—a high priority project recently approved at the 
national level. 

Other language deletions and changes in the House bill have been very carefully 
reviewed. Only those restorations are requested which are deemed of the highest 
priority either to the implementation of Reorganization Plan No. 8 or to the 
conduct of the information and educational exchange programs in fiscal year 1954. 

The attached statement sets forth the amendments desired, by page and line of 
the bill, together with the justification in support of each. Included in the state- 
ment are two new language provisions which have been determined since the 
House hearings to be essential to implementation of Reorganization Plan No. 8. 
The Bureau of the Budget has authorized the Department to discuss these language 
provisions with your committee. 

Please let me know if you or the members of your Committee desire any addi- 
tional informatio 

Sincerely yours, 
Epwarp B. WILBER, 
Budget Officer. 


INTERNATIONAL INFORMATION AND EpUCATIONAL ACTIVITIES 


(House bill, p. 3) 


(House hearings, p. 546, the supplemental appropriation bill) 





\ ! | 
id 
i) r 
United | a 
States ’ ‘ 
doll . | of foreign Potal 
i } currency 
| | 
Fstimate 1954 (Jan. 9, 1953 $114, 515, 800 ( $114, 515, 800 
Revised Estimate 1954 (Apr. 21, 1958 87, 900, 000 $8, 859, 791 96, 759, 791 
43 Approy tion A 87, 325. 000 7, 901, 667 | 95, 226, 667 
House allowance 195 me committee recommendatior 60, 000. 000 ( 60, 000, 000 
Foreign currency requirements included in United States dollar estimate. 
? Excludes reimbursements ar 
60,000 06 i reduct $54,515,800 in the original estimates, and $36,759,791 in the revised estimates, 


AMENDMENTS REQUESTED 


The Department requests the following amendments: 

(1) Page 4, line 15 after the word “‘States’”’ insert: ‘‘and dependents’. 

2) Page 4, line 22, after the figure ‘‘ $3,000) ;” insert: ‘“‘purchase (not to exceed 
six) and”’, 

3) Page 5, line 17, strike out: ‘$60,000,000. and insert: “$80,000,000’’. 

t) Page 7, line 8, after ‘films: strike out: ‘‘ Provided further, That not to 
exceed seven thousand five hundred average annual positions, including the 
pro rata portion of administrative support personnel, may be financed from this 
appropriation and the average number in each unit shall not exceed 6634 per 
centum of the number now employe d both as to United States and local personnel 
respectively 
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(5) Page 7, line 8, after ‘‘films:’’ insert: 

Item A: “‘Provided further, That after the effective date of Reorganizaticn 
Plan No. 8 of 1953, existing appointments and assignments to the Foreign Service 
Reserve for the purposes of foreign information and educational activities which 
expire within two year: of said effective date may be extended for a period of two 
years in addition to the period of appointment or a.signment authorized in 
section 522 of the Foreign Service Act of 1946 (22 U. S. C. 922):’ 

Item B: ‘‘ Provided further, That upon the effective date of Reorganization 
Plan Number 8 of 1953, the President may authorize the Director of the United 
States Information Agency thereby crested to carry out (under such regulations 
as the President may from time to time prescribe) the functions of the Board 
of the Foreign Service with respect to personnel appointed or assigned for service 
in the United States Information Agency under the provision: of the Foreign 
Service Act of 1946, as amended:”’ 

Item C: ‘Provided further, That funds made available under the head “Inter- 
national Information and Educational Activities’ in the Supplemental Appropria- 
tion Act, 1959, the Supplemental Appropriation Act, 1951, and the Third 
Supplemental Appropriation Act, 1951, for purchase, rent, construction and 
improvement of facilities for radio transmission and reception shall be available 
for such purposes relating to any radio facilities under the jurisdiction of the 
Secretary of State and for acquisition of quarters and necessary facilities for 
personnel required for operation of such facilities at remote locations outside 
the continental limits of the United States by purchase, construction, and 
alterations, and for initial furnishing of such quarters:” 

Item D: ‘Provided further, That the general provisions of the Department of 
State appropriation Act, 1954, shall apply to this appropriation:” 

Item E: “Provided further, That in the event that Reorganization Plan No. 8 
of 1953 establishing the United States Information Agency becomes effective: 
(1) compliance with the statutory requirements as to investigation or certification 
of personnel applicable to any one of the three predecessor organizations under 
said Plan (The International Information Administration of the Department of 
State, the Mutual Security Agency or the Technical Cooperation Administration) 
shall be deemed to constitute compliance with all such statutory requirements for 
any position in the United States Information Agency; and (2) in case the Director 
of said Agency finds that the prompt filling of a position is necessary in the national 
interest and to avoid serious delay in creating or carrying out the Agency’s pro- 
grams, which finding shall be made a part of the records of said Agency, such 
position may be filled by a person with respect to whom full investigation pursuant 
to such statutory requirement has not been completed if (1) a check has been com- 
pleted as to information regarding such person in the files of national agencies 
(including the fingerprint files of the Federal Bureau of Investigation), and (2) 
such employment, without completion of such investigation, does not continue 
for more than the minimum time necessary for evaluation of and action upon the 
completed investigation report, which shall in no event be more than 30 days after 
the receipt of such completed report; provided, that nothing herein shall be deemed 
to authorize any failure to comply with Executive Order 10450 establishing 
security requirements for Government employment:” 

Item F: “Section 1415 of the Act of July 15, 1952 (66 Stat. 662), shall not apply 
to foreign currencies or credits utilized under section 32 (b) (2) of the Surplus 
Property Act of 1944, as amended (50 U. 8. C. App. 1641 (b) (2)).” 


GENERAL PROVISIONS 
(6) Page 38, line 19, after the word “Treasury”, insert: 
“: Provided further, That this section shall not apply to foreign currencies or 


credits utilized under section 32 (b) (2) of the Surplus Property Act of 1944, as 
amended (50 U. 8. C. App. 1641 (b) (2)).”’ 


JUSTIFICATION 


Amendment No. 1—I nclusion of the phrase: ‘‘and dependents”’ 


Appropriation language in 1953 and in prior fiscal years includes authority to 
incur “‘travel expenses of aliens abroad for service in the United States and de- 
pendents to and from the United States.’ (Italics supplied). Employment 
of foreign specialists for service in the United States is required especially for 
language services of the ‘‘Voice of America’. The House bill retains authority 
for employment and travel expenses for employees but denies travel expenses for 
their dependents. Elimination of this authority means that— 
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1) Twelve (12) presently employed foreign specialists, who brought 
dependents to this country, will have to incur personally the expenses of 
returning their dependents to their respective foreign countries when their 
terms of employment expire. This would be so despite the fact that the 
contractual agreements with these employees—entered into under authorit 
of appropriation language in effect at the time they were employed—specific 
ally states that the United States would defray travel expenses for dependents 
Failure to restore the language requested would put the United States 
Government in the position of repudiating its contractual agreements. 

2) Future recruitment of needed speciali. ts will be made far more difficult 
and perhaps impossible if desirable persons cannot be offered the norm: 
inducement of the company of their families while they are employed fcr com 
paratively long periods in a foreign country. The salary scales for sucl 
employees would make it financially prohibitive for them to bear the expense 
of bringing their families at their own expense. 

Amendment No. 2—Lim-tation on purchase of passenger motor vehicles 

The six passenger vehicles requested are required for the following purpos« 

(1) Five 30-passenger buses—1 each—for overseas relay bases at Munich 

Manila, Tangier, Project Jade and Project John to be used to transport relay 

base personnel to the various transmitter and receiver sites. There is no local 

transportation available. (2) One standard passenger automobile is for the us¢ 


of the director of the new United States Information Agency if Reorganizatio: 
Plan No. 8 is approved 








Amendment No. 8—Restoration of dollar appropriation to $80,000,000 


The following tabulation summarizes the impact of the House action on th 
ultimate program level in fiseal year 1954, compared with the level of this program 
in recent fiscal years: 

{In millions] 
1952 budget—actual obligations: 


Dollars ‘o eeacacie ebbibecwved JA. . $99. 6 
Foreign currency for educational exchange program (without dollar 
cost). Se tte bun ti ma wens i 
Total. _- j isi ovaebiea dad 106. 8 
1953 approved budget: 7 
Dollars iit —_ 5 . ° " = = 96. ] 
Foreign currency for educational exchange program—without dollar 
cost_ , Teeter te tae acai iain 7.9 
Total zi ye ; x iu webdb. Ua Settee’ wel e8i 104. 0 


1954 original estimates—Truman budget, including dollars to purchase 


foreign currency for exchange program dee UR UL eas eas do 114. 5 
1954 revised estimates (before Reorganization Plan No. 8): — 
Dollars ais sitaeiaiaisakitlivinalld lita he ctepice Ie ps ces 5 ae 
Foreign currency for educational exchange program—without dollar 
cost i all me As tare eth ing be Peaytreban fa OO". 8.9 
Total ‘ ined ehh Gk laced See eee iv. cebuLeS. une © 


House allowance—a reduction of $36.8 million: 

Total appropriation, including the dollars necessary to purchase for- 
eign currency df o« CAV? 

Estimated liquidation costs: Extra cost of carrying existing level until 
reductions can be made in the first quarter of the fiscal year, plus 
terminal leave and other termination costs involved in canceling 
contracts and closing out equipment and facilities. The estimate 
assumes that dismissal notices could be issued as early as Aug. 1, 
See. Usa ....-—10.0 


1954 program level after liquidation____.._.....--------------. ot an © 


Restoration is requested to: 
Dollar appropriation J ye .. 80.0 
Authority to use foreign currency without dollar costs for educational 

exchange program 


Total Ca. Sh cual NE «oh taieabbadids Waumbiainetihld cig hed Gos caeicaieiaeed 88. 9 
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From $96.8 to $50 million represents a reduction in program level of 48.4 per- 
vent. And, as indicated in the above figures, this reduction follows immediately 
on previous cutbacks from the fiscal year 1952 level. 

A cut of this magnitude in the first months of fiscal year 1954 means that the 
new information agency would, for a substantial part of fiscal year 1954, be in- 
volved in a liquidation effort which would affect very substantially every activity 
it home and abroad. The situation would force the new agency onto the horns 
fa dilemma: On the one hand, reprograming and attendant liquidation decisions 
hould be made speedily, because each day that they are delayed increases the 
portion of the total budget which must be diverted for liquidation purposes. On 
the other hand the information program is essentially a series of country programs, 
governed by foreign policy objectives and priorities which are established by the 
Department of State. The formulation of these country programs is a process 
which normally takes months. It involves consultation with appropriate officers 
f the Department as to desired objectives; the singling out by pubic affairs officers 
n the field of particular audience groups in each country who can be influential in 
attainment of these objectives; the determination of particular media services 
best adapted to reach these groups; and finally, through a pricing process, the 
determination of the appropriate balance of country programs and media sérvices 
itilization which represents the most effective utilization of available resources. 

The need for speed would require a compressing of all these steps into a few 
weeks so that liquidation decisions could be made, following which the actual 
conduct of a 50-percent reduction would involve months. The confusion and in- 
effectiveness inherent in this process represent one of the most serious effects of 
the reduction in funds made by the House. 

The detailed effects of the cut on the major functions of ITA could not be deter- 
mined, of course, until reprograming decisions were made in consultation with the 
Department of State. Following, however, are some facts which help to assess 
what a 50-percent reduction by major activities would involve: 

1. USIS missions.—About two-thirds of the $19 million requested for the over- 
seas missions would pay for 855 American and about 4,000 local employees. These 
figures create an impression of large missions which might be substantially reduced 
without seriously reducing effectiveness. 

Actually, 69 percent of the 188 USIS posts have 3 or less American employees. 
82 percent of the posts have 6 or less Americans. Only 5 posts have more than 20, 
Complements of local employees are larger, of course, but fall into similar patterns. 
Overseas this is a program of many very small staffs and only a few large ones. 

A substantial reduction in staffing and funds therefore means the closing of 
many posts. Whole objectives, activities, and target audiences would have to 
be abandoned with the shrinking of available resources. Only in a few of the 
most crucial countries could total programs be maintained almost intact. 

2. Information media support to missions.—There appears to be an impression 
that large sums of money are devoted to the production and distribution of vast 
amounts of media products, many of which could be dispensed with without serious 
detriment to the program. 

Actually, the budgets for the three information media other than radio—press, 
films, and information centers—have been reduced from $25 million in 1952 to 
only $15 million in 1954. Only 15.5 percent of the total ITA budget was requested 
for these three services combined. The products requested were closely tailored 
to the precise needs of individual country programs. 

All would be slashed further under a 50 percent program reduction, along with 
the elimination of posts, country missions, or basic segments of programs overseas. 
The decision to abandon an audience would eliminate the need for media products. 

3. Radio broadcasting.—Of the $21 million for radio broadeasting, the largest 
single estimate in the budget, about $13 million is required for facilities operations 
alone. Of the remaining $8 million, only about $2 million is requested for pro- 
graming to the free world, including the Arab world. 

If radio were to absorb a proportionate 50 percent reduction, there would be 
serious question as to whether the amount of programing which would remain 
would justify the relatively large expenses of facilities operations which would be 
required, since most of ITA’s domestic and overseas facilities are essential to pene- 
tration of the Soviet Union and its satellites. Solution of the dilemma created 
by the $50 million level might require total abandonment of radio as an instrument 
of the information program. 

4. Exchange of persons.—Drastie reduction of the exchange of persons program 
cannot be avoided if the total program is cut in half. This would mean, (1) 
maintentnee of fixed costs of Fulbright academic exchange programs in 24 Ful- 
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bright countries under binational agreements, and abandonment of all new agree 
ments of expansions planned for 1954; (2) elimination of virtually all Smith-Munat 
foreign leader and American specialist exchanges in Fulbright countries—tih« 
exchanges which relate most directly to current United States foreign pol ey 





objective and (3) very substantial reductions in all eategories of exchanges jr 
the 56 non-Fulbright countrie 
Amendment No 4 De étion of restrictive provision 

One-third average staffing reduction required for all units.—The following clause 


was added to the anpropriation lancuag 
+ Mhat not to exceed seven thousand five hundred average annual posi- 
tions, including the pro rata portion of administrative support personnel, may be 


financed from this appropriation and the average number in each unit shall not 


United States 


exceed 662 per centum of the number now e nploved both as to the 
and local personnel respectively.’ [Italics supplied. | 

At this point in the fiscal year a reduction so that ‘‘The average number in each 
unit shall not exceed 6624 percent of the number now enployed”’ means that the 
postliquidation permanent level will be only 55 percent of the present staffing in 
f the first quarter to terminate personnel 
in excess of the average and reach a level, well below the average, which will permit 


att 





each unit. Tt will take until the end o 


ainment of the required 66% percent average for the year 
Reducing the average number in each unit means that the 45 percent reductions 
will have to be made across the board, within the existing ‘‘unit’’ organizational 
structure. There can be no flexibility under such a limitation for realinenents 
of functions, for changes in program emphasis, or for decentralization to the field 
Under this limitation, orderly reprograming of reductions and proper organization 
of the new information agency are impossible. 

The limitation of 7,500 average annual positions compares with a total of 
11,070 positions in the fiscal vear 1954 budget, including administrative support 


positions Application of the ‘‘average annual’’ feature means that the post 
liquidation permanent level will be around 6,500 because it will take until the 
end of the first quarter to terminate sufficient personnel to reach a low enough 
level to permit attainment of the required average Anv ceiling of this kind 


restricts f'exibility in reprograming; it would be particularly unfortunate with 
the initiation of Reorganization Plan No. 8 on August 1, 1953. 


Amendment No. 4 Request for new language 

Item A—Provision to permit extension for a period of 2 years beyond the effective 
date of Reorgani ation Pian No. 8 of 1953 of existing Foreign Service Reserve appoint- 
ments and assignments which expire within 2 years of said effective date.-—With 
reorganization, problems are created with respect to the enployment and reten- 
tion of a permanent corps of senior public affairs officers since the Director will 
not have authority to appoint Foreign Service officers. Through this language 
provision, the new agency will be in a position to retain its senior Foreign Service 
reserves unti] a new overseas personne! systen can be created for the Government 
asa whole. The 2-year limitation on extension of FSR appointments anticipates 
that within such 2-vear period the administration will propose legislation for a 
new overseas personnel syste covering all overseas enployvees of the Government, 
as indicated in the President’s overall message to the Congress covering Reor- 
ganization Plans Nos. 7 and 8. It is anticipated that adequate provision will be 
made at that time for the overa!| svstem to include establishment of positions for 
permanent career officers of the overseas staff of the new United States Informa- 
tion Agency 

Ite " RB Roard of Fore qn Service respon sibilities. (This is a request for a new 
langauage proviso on which approval of the Bureau of the Budget was not received 
in time for inclusion in the document submitted to the House.) The Board of 
Foreign Service, established by the Foreign Service Act of 1946, as amended, has 
certain authorities and responsibilities specifically prescribed by the act with 
respect to Foreign Service personnel. Should the new information agency be 
created, this language provides authority from the Congress for the Director 
of the new agency to exercise these specific authorities of the Board as they relate 
to overseas personne! under the Director’s supervision. 

This clause is made necessary because Reorganization Plan No. 8 provides for 
the transfer of authorities of the Secretarv of State, but omitted mention of the 
Board of the Foreign Service. Transfer of the latter authorities is necessary to 
insure the fully independent foreign information system which the President 
discussed in his message to the Congress accompanying Reorganization Plans 
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Nos. 7 and 8. Should the new agency not be establihsed, the provision 
language will not be applicable 

Item C—Language for Project Pigeon and provision of housing at overseas 
facilities. —This change was requested in the estimates (change No. 17). It 
disallowed by the House. 

The authority requested will permit the construction of ore et Pigeon—a high 
priority project approved at the National level. This language also makes clea 
that unexpended balances available from prior appropriations for construction of 
radio facilities may be utilized for essential housi for operators, maintenance 
men and other American personnel necessary to sanintain and operate overseas 
radio facilities located in areas where adequate housing accommodations are 
generally not available. This proviso was included in this appropriation by 
direction of the Bureau of the Budget. 

Authority to,use these funds will make it unnecessary to request additional 
appropriations for Project Pigeon and essential housing. 

Item D—Application of the general provisions of the Department of State Appro 
priation Act, 1954 to activities under this appropriation.—This change was requested 
in the estimates (change No. 18). It was disallowed by the House. 

Until the fiscal year 1954, this appropriation had been a part of the Department 
of State Appropriation Act, and has had available to it the general provisions 
applicable to Department of State appropriations. These generally are utilized 
for and are essential to the purposes of the ILA appropriation; the proposed 
proviso is intended to continue their applicability. 

Item E—New language requested to simplify security clearances. (The authority 
to request this new language proviso was not received from the Bureau of the 
Budget in time for inclusion in the document submitted to the House). Section 
1001 of the United States Information and Educational Exchange Act of 1948 
requires the completion of a security investigation and report thereon before an 
employee can be employed or assigned to duties under the act. Section 510 of 
the Mutual Security Act has a similar requirement which, however, allows em- 
ployment for 3 months pending completion of the investigation and expressly 
forbids employment of persons who have at any time been members of subversive 
organizations. 

The Act for International Development, under which the Technical Coopera- 
tion Administration operates, originally contained a provision identical to that 
of the United States Information and Educational Exchange Act, but this was 
repealed and superseded by section 510 of the Mutual Security Act which applies 
both to MSA and TCA. 

The new United States Information Agency will operate primarily under the 
United States Information and Educational Exchange Act (Public Law 402 
but will perform some functions under the other two laws mentioned above. The 
personnel who will be transferred to it will, of course, usually have been cleared 
under only one law. In the case of future recruitment, it will be difficult to 
determine which statutory clearance requirement is applicable as a matter of law. 
It is therefore necessary to make clear that clearance under any one of the appli- 
cable laws will be sufficient for any position in the new agency. Sinee the Agency 
will be concerned exclusively with information programs, the procedure prescribed 
in the United States Information and Educational Exe hange Act would normally 
be followed, in the case of new employees. 

Ixperience has shown that security investigations take an average of several 
months and it cannot be expected that this situation will improve in view of the 
heavy burden placed on the investigative agencies by the new security program 
applicable to all Government employees. It is extremely diftieult to reeruit good 
personnel under these circumstances. Recruits for senior positions find it very 
hard to maintain their business or private employment situations in a state of 
uncertainty for such a long period, and clerical candidates frequently lack re 
sources and must accept jobs immediately available elsewhere. It is considered 
essential that the new Agency be authorized to employ pe1sons pending completion 
of investigations where this is necessary to fill urgent aeeds and a check has been 
completed as to information already on file in Government agencies, including the 
fingerprint files of the FBI. It is proposed that the delay be limited to the mini- 
mum necessary for receipt and evaluation of, and action on,stigation the inve 
report—in no event more than 30 days after receipt of the report. 

This proposed proviso, if approved, would clarify the applicability of the differ 
ent statutory requirements as to clearance for wae and security and permit 
employment pending investigation where necessary to prevent serious delays in 
the program. It would not modify in any way the requirements of the recent 
Executive order establishing security requirements throughout the Government. 
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Item F—Provision to exempt Fulbright program from provisions of section 1415 


of the act of July 15, 1952 (66 Stat. 662 This change was requested in the esti 
mates (change No. 19 It was disallowed by the House. 

This exemption is requested because controls over the use of fcreign currencies 
for the Fulbright exchange program are already included in basic legislation, 
and the purposes of the section (Rabaut amendment) appear to be accomplished 
Section 32 (b) (2) of the Surplus Property Act of 1944, as amended, authorizing 


the Fulbright program, includes provisions as follows: (a) Limits the use of local 
currencies for the purposes of the act in any one country to $1 million annually 
and (b) requires the Secretary of State to report annually to the Congress the 
amounts of local currencies so expended, 

Amendment No. 6—Provision for exemption of Fulbright program from section 
] 13, chapter \ Il, gene ral provisions of the Ho iS¢ bill This proviso is requested 
to exempt the Fulbright exchange program from provisions Wf this section to coin- 
cide with preceding request for exemption from section 141)) of the act of July 15, 
1952 (66 Stat. 662 


EXTRACT FROM HOUSE REPORT (P-7) 


Cuaptrer II]. DerparrTMEeNT or STATE 


‘International Information and Educational Activities—The bill includes 
$60 million to carry on the activities of this program. The amount allowed is 
$54,515,800 below the original budget estimate and $27,900,000 below the amount 
of the revised estimate. The original budget estimate contained $8,859,791 to 
purchase foreign currencies for the Fulbright program pursuant to section 1415 
of Public Law 587, 82d Congress, whereas the revised estimate recommended 
language exempting the Fulbright program from that provision and included no 
funds therefor. The committee has eliminated this proposed exemption and 
expects those activities under the Fulbright program deemed necessary by the 
Department to be financed from the total amount recommended herein. Certain 
activities transferred from the Mutual Security Administration by the Bureau 
of the Budget are also to be provided for within the total amount allewed in 
the bill 

‘Additional funds for other information activities will be considered in the 
Mutual Security appropriation bill. Likewise, funds are included for informa- 
tion and educational activities for Germany and Austria in the appropriation 
for Government in occupied areas. 

‘The amount apprepriated in the 1953 regular act for the program was 
$87,325,000 Pursuant to Public Law 298, 82d Congress, $975,000 was trans- 
ferred to the 1953 appropriation from ‘Salaries and expenses, Federal Bureau 
of Investigation’ which, added to the regular appropriations, made a total of 
$88,300,000 available Foreign curreney funds totaling $7,901,667 for the Ful- 
bright program were also available during fiscal year 1953 without dollar ap- 
propriations 

‘‘It was represented to the committee that the revised estimate was an austerity 
budget. However, when there is included in that budget a request to double 
the amount for representation allowances from ‘$50,000’ to ‘$100,000’ the 
austerity of such a budget is highly questionable. The committee has placed 
a limitation of $30,000 on the item ‘Representation,’ which is a reduction of 
$20,000 below the amount for fiseal year 1953. 

“The justifications submitted to the committee were significantly lacking in 
specific accomplishment data in the various media, despite the fact that large 
sums have been expended for evaluation. Over $1,000,000 was expended during 
the last fiscal year for ‘evaluation’ with very little tangible results. It is suggested 
that the amount to be spent for evaluation in fiscal year 1954 be drastically 
reduced 

“The very format of the budget justifications causes confusion when an effort 
is made to compare specific units with previous years. In spite of the fact that 
no firm plans were presented for reorganization of this activity, the organization 
structure presented in the justifications was considerably different from that 
presented in the 1953 estimate. The justifications furnished the committee should 
contain more specifics both as to accomplishments and requests and contain less 
doctrine and } hilosophy 

“There isan evident lack of travel control as exemplified by the number of ITA 
personnel traveling identical routes. The total amount for travel for 1953 was 
estimated at $3,621,261. While the revised 1954 request was $326,151 below the 
1953 total, the amount requested, $3,295,110 still is excessive. A request was 
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made by this committee for a list of all travel made by the domestic employees of 
this program during fiscal year 1953. A tabulation was furnished the committee, 
setting forth the travel for the period from July 1, 1952, through May 31, 1953, 
which list consisted of 316 pages and included therein were 2,552 domestic and 
973 overseas trips. 

“A great many language changes were requested of the committee which were 
denied since most of them were concerned with changing basic law which should 
be taken up with the proper legislative committee. 

“Although the reduction in the budget estimate may appear to be severe, the 
amount provided herein is exactly the same as the sum contained in the regular 
Department of State appropriation bill for the item ‘Salaries and expenses’ as it 
passed the House to carry on the regular consular and diplomatic activities of the 
Department, both in this country and in approximately 300 Foreign Service posts 
throughout the world. 

“Large sums have been included in the budget estimate for various programs 
of this organization in many of the countries considered to be friendly to this 
Nation. For example, the estimated amount to be spent in the United Kiagdom, 
exclusive of certain administrative costs, was $1,665,418 for 1954. Likewise 
$415,237 was to be spent in Australia. It would appear that considerable savings 
can be made by substantially reducing or eliminating such programs. 

“The committee is fully aware of the importance of a publicity program which 
will effectively and efficiently approach the minds of the peoples of the world and 
do what may be necessary to maintain United States prestige and a feeling of 
responsibility and satisfaction with the United States policies toward other 
peoples. The committee has been terribly disappointed that this has not been 
accomplished. Enormous numbers of personnel in excess of those required are 
maintained and enormous numbers are engaged in the preparation, publication 
and propagation of things that are of no value and which really tend to make the 
United States ridiculous. 

“If this program were cleaned up and established on a sound basis so that it 
could have the respect and confidence of thinking people and be an effective 
arm of the United States foreign policy, this committee would feel that it should 
continue to have every consideration on the part of the Congress. It is hoped 
that result can be accomplished quickly. 

“The original budget estimate contained $20,200,000 for acquisition and 
construction of radio facilities. This amount was eliminated in the revised 
estimate and no funds have been included in the bill for that purpose.”’ 


EXTRACT FROM HOUSE REPORT (P-45) 


“Craprer XII. Generat PRovIsIONS 
“LIMITATIONS AND LEGISLATIVE PROVISIONS 


“The following limitations and legislative provisions not heretofore carried in 
connection with any appropriation bill are recommended: 

“On page 7, line 8, in connection with the International Information Activities, 
Department of State: ‘Provided further, That not to exceed seven thousand five 
hundred average annual positions, including the pro rata portion of administrative 
support personnel, may be financed from this appropriation and the average 
number in each unit shall not exceed 66% per centum of the number now employed 
both as to the United States and local personnel respectively.’ ”’ 


DEPARTMENT OF StaTE, 
Washington, July 23, 1958. 
The Honorable Sty_es BrivceEs, 
Chairman, Committee on Appropriations, 
United States Senate. 

My Dear Senator Brivags: Reference is made to H. R. 6200 making supple- 
mental appropriations for the fiscal year ending June 30, 1954, and for other 
pecan, and to House Report No. 762 thereon. The bill as peeviee and passed 
»y the House contains an item of $40,438,000 ($33,748,000 for Germany and 
$6,690,000 for Austria) for government in occupied areas. This item was ap- 
pares from an estimate of $46 million ($37,400,000 for Germany and $8,600,000 
or Austria). The reduction, therefore, appears to be $5,562,000 but, when it 
is considered that the amount allowed includes $5,348,000 for the consular build- 
ing program in Germany, which was not included in the estimate of $46 million, 
the actual reduction for the purposes for which the estimate was submitted is 


35192—53——_37 
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$10,910,000. This will necessitate drastic reductions in all programs and per 
sonnel, and the Department is now taking steps to effectuate these reductions. 

The Senate Appropriations Subcommittee which considered H. R. 4974 making 
appropriations for the Departments of State, Justice, and Comnerce for the 
fiscal vear 1954, included the following state nent in its report (S. Rept. No. 309 

“The committee is in agreement with the sentiment repeatediy expressed by 
the House Appropriations Committee and members of this committee that funds 
for all purposes exclusive of foreign aid in the occupation of Germany and Austria 
should be provided as a single package under one appropriation title. The 1954 
estimates for the ‘Salaries and expenses’ appropriation contained funds for 
domestic foreign service costs or a total of approximately $2,899,099 representing 
requirements for normal consular and diplomatic activities with Germany and 
Austria. It is the recommendation of the committee that these requirenents 
be met out of funds to be appropriated for ‘Government in occupied areas’ 
for 1954.” 

The House subcommittee in reporting H. R. 6200 stated as follows (H. R 
No. 762): 

“The bill includes $40,438,000 for carrying out the United States occupation 
and diplomatic functions in Germany and Austria. This represents a reduction 
of $5,562,000 below the original budget estimate of $46 million. However, the 
original budget estimate did not include funds for the consular building program 
for which $5,348,000 is provided herein. 

“The language requesting an exemption from provisions of section 1415 of the 
Act of July 15, 1952, for the Fulbright program has been denied. 

“The amount $33,748,000 provided for Germany includes $5,400,000 for conduct 
of relations and consular activities, $18 million for the Publie Affairs program 
including the Fulbright exchange program, $5 million for administration, and 
$5,348,000 for the consular buildings program. Not to exceed $10 million of the 
total allowed for Germany shall be used in United States currency. 

“The amount of $6,690,000 provided for Austria includes $1,440,000 for conduct 
of relations and consular activities, $4 million for the Public Affairs program, and 
$1,250,000 for administration. Not to exceed $2,750,000 of the total allowed for 
Austria shall be used in United States currency.” 

The budget estimate of $46 million from which the cut of $10,910,000 was 
made did not include an estimate for the ‘‘normal diplomatic and consular activ- 
ities” referred to in the Senate report on H. R. 4974. Hence, the requirement 
that cost of those functions be covered by the funds allowed for government in 
occupied areas makes the reduction that much greater and the pertinent limita- 
tions in the report correspondingly inadequate. 

Accordingly, it is requested that the Senate committee restore that portion of 
the reduction which would be needed for this purpose and specify in its report 
that the limitations for conduct of relations and consular activities and for the 
use of United States currency are simultaneously increased by the same amount. 
The following amendment is requested for this purpose; 

On page 25, line 6, after ‘‘1641 (b));” strike out ‘‘540,438,000” and substitute 
“$43,278,099”. 

Restoration is also requested for appropriation language recommended by the 
President which would exempt the educational exchange programs, in accord- 
ance with Public Law 584, 79th Congress, carried out in Germany and Austria 
from the provisions of section 1415 of the Supplemental Appropriation Act of 
1953. This language is similar to language being requested for the appropriation 
“International information and educational activities.’ This exemption is 
requested because controls over the use of local currency for the Fulbright pro- 
gram are alreadv included in basic legislation. The Fulbright Act, section 32 (b) (2) 
of the Surplus Property Act of 1944, as amended, includes provisions limiting the 
use of local currencies for the purposes of the act in any one country to $1 million 
annually and requiring the Secretary of State to report annually the amount of 
jocal currencies so expended. 

The following amendment is requested for this purpose: 

On page 26, following line 24, insert: “Section 1415 of the Act of July 15, 1952, 
(66 Stat. 622), shall not apply to foreign currencies or credits utilized under 
section 32 (b) (2) of the Surplus Property Act of 1944, as amended (50 U. S. C. 
App. 1641 (b) (2)).” 

Request for another amendment to this appropriation making the funds avail- 
able for the United States member of the Board for the Validation of German 
Bonds in the United States is contained in my letter of July 13 to you. 

I will be glad to discuss these amendments with you further if you desire. 

Sincerely yours, 


Epwarp B. Witsur, Budget Officer. 
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DEPARTMENT OF State, Washington, July 13, 1958. 
Hon. Sty_es BrIDGEs, 
Chairman, Committee on Appropriations, 
United States Senate. 

My Dear SENATOR Bripaes: Reference is made to H. R. 6200 making supple- 
mental appropriations for the fiscal year ending June 30, 1954, and for other pur- 
poses. The favorable consideration of your committee is requested of two 
amendments to certain of the language provisions contained therein as follows: 

1. Government in occupied areas 


AMENDMENT 


On page 23, line 23, after ‘‘$17,500” strike out the semicolor. and insert: ‘and 
the United States member of the Board for the Validation of German Bonds in 
the United States at a salary of $14,800.” 


JUSTIFICATION 


This amendment is required to make the appropriation available for the salary 
of the United States member of the Board for the Validation of German Bonds 
The Board was established pursuant to and agreement between the United States 
and the Federal Republic of Germany, signed February 27, 1953. Upon signature 
of this agreement, the Department requested approval of this provision by the 
Budget Bureau and such approval has now been given. The funds expended for 
this purpose will be returned to the Treasury as the German Government is 
responsible for reimbursing the United States for all expenses of this Board 

2. Section 1202 of the general provisions 


AMENDMENT 


On page 32, line 9, after the word ‘‘date’’ strike out ‘‘or’’ and in line 10, after 
the words “United States” substitute a comma for the semicolon and insert: 
“or (4) is an alien lawfully admitted to the United States for permanent residence ;” 


JUSTIFICATION 


The purpose of this amendment is to include in the exceptions to employment 
of aliens in the United States those who have been admitted for permanent 
residence. Denial of employment to this category of aliens works injustices to 
both the individual and the Government. The Department has received periodic 
requests from the diplomatic representatives of Baltic countries to secure relicf 
from this provision for these aliens so they may become eligible for Government 
employment. On the other hand, many of these individuals are highly skilled 
in certain professions and would have much to contribute to the Government if 
their employment were permitted. This matter has been brought to the attention 
of the Bureau of the Budget, but since the prohibitory provision originated in 
Congress, it is felt that any amendment should be initiated there. 

If you desire any additional infoimation in support of either of these items, 
I will be glad to supply it. 

The Department’s request for amendments to the proposed appropriation for 
International Information and Educational Activities will be submitted in a 
separate communication. 

Sincerely yours, 
Epwarp B. WILBER, 
Budget Officer 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 17, 1958. 
The honorable the Secretary or STarTr. 

My Dear Mr. Secretary: Upon the request of the President, a further 
review has now been completed of the combined requirements for 1954 appro- 
priations for the several civilian foreign information and educational exchange 
activities of the United States. <A reanalysis of these activities within the frame- 
work of the stated budget policies of this administration, giving consideration to 
the comparative importance of these activities to this Nation’s security program, 
has resulted in a reduction in the total previously contained in the revised 1954 
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allowances. The amount for annual definite appropriation requests for 1954 
has been reduced from $123.4 to $112.5 million: this is comparable to $146.6 
million available in 1953. The total estimated 1954 availability is thereby 
reduced from $136.5 to $125.6 million: this is comparable to $157.4 million 
available in 1953. 

These amounts and the proposed procedure for handling them with the con- 
gressional appropriations committees have previously been explained to your 
staff, including representatives of the International Information Administration. 
Procedures for handling this matter, which have been informally discussed by 
Assistant Director Hughes with Mr. Taber of the House Appropriations Com- 
mittee, are outlined in the accompanying memorandum, dated June 12, 1953. 
There is also enclosed a table which indicates the distribution of funds under 
the previous allcwances and the current revisien, dated June 12, 1953. 

As they affect appropriations of your Department, previous allowances and 
revisions were contained in Bureau of the Budget letters dated March 18, April 
21, and May 25, 1953. To the extent that those allowances conflict with the 
overall determinations herein specified, they are no longer applicable. However, 
in view of the proposed method of handling these matters described in the 
attached memorandum, no detailed revisions of estimates by appropriation are 
being made. 

Copies of these data are being sent to Director for Mutual Security Stassen, 
since $8.2 million of the total assets involve accounts under his jurisdicticn. It 
is expected that you will promptly transmit copies of this letter, together with 
its attachments, to the chairman of both congressional Appropriations Committees. 

Sincerely yours, 
Row.LaNpD Huaues, Assistant Director 


Proposed handling of 1954 operating expenses appropriations for civilian foreign 
information and educational exchange activities of the United States, June 12, 
1953 


1. Current budget submission.— Dollar amounts for foreign information activities 
of the United States are (or will be) budgeted in three appropriations: 
In millions 


International information and educational activities, State.._........ 87.9 
Government in occupied areas, State !____._________._------------ 27. 9 
Mutual Security, funds appropriated to the President_-_--___-__--~_- 7.6 


Total dollars, annual definite appropriation requests now before 
(and to be presented to) Congress, 1954 


1 $27.9 million is the information portion of the $45.1 million total GOA budget. 


While the total dollars available for these programs in 1953, $99.5 million, is 
less than the $123.4 million annual definite dollars requested for 1954, these figures 
are not at all comparable, since in 1953, foreign credits supplemented regular 
operating expense dollars. In 1954, dollars only are budgeted for all regular 
operating expenses, except the Fulbright programs. Comparable figures for 
operating expenses are: 1953—$146.6 million against 1954 budget estimates of 
$123.4 million. 

When foreign credits, permanent authorizations, and prior-year balances for 
educational exchange programs are added to the regular operating expense 
amounts, comparable totals are: 1953—$157.4 million; 1954—$136.5 million. 

The attached table shows the components of these proposed dollar annual 
definite appropriations ($123.4 million), the estimated use of foreign credits with- 
out dollar reimbursement for the Fulbright educational exchange program ($10.1 
million), and permanent authorizations and prior-year balances for Finnish, 
Indian (wheat), and Chinese-Korean educational exchanges ($30.0 million), 
total assets equalling $136.5 million recommended in the revised budget allowance 
dated April 21, 1953. 

2. Proposed congressional action —The fact that funds are requested for 1954 
in three appropriations and that other assets would become available, as des- 
cribed above, when coupled with the fact that if Reorganization Plan No. 8 of 
1953 becomes lew there will be created an independent United States Information 
Agency, results in problems of timing and appropriation structure. The best 
resolution would be for the House Appropriations Committee to effect a con- 
solidated handling for 1954 of the three appropriations enumerated above. 
Whatever amount was appropriated could be appropriated under the head 
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“International Information and Educational Activities.”’” This would result in 
a few minor appropriation language difficulties, discussed more fully below, but 
otherwise should not interfere with the effective administration of these pro- 
grams whether Reorganization Plan No. 8 becomes effective or not. 

It would, of course, be necessary that the Senate agree to such an appropriation 
structure change and take its action accordingly. If such an appropriation 
were enacted, the job of the Director of the Bureau of the Budget in dividing 
the funds between the new Information Agency and the State Department—as 
provided by plan No. 8 if it becomes law—would also be simplified. 

3. Recommended 1954 dollar appropriation.—In addition to the foreign credits, 
permanent authorizations, and prior-year balances recommended to be made 
available for Fulbright, Finnish, Indiun, and Chinese-Korean educational ex- 
changes, an annual definite appropriation amount of $112.5 million will carry 
out a reasonably effective program. As stated above, this $112.5 million figure 
is comparable to the $123.4 million contained in the revised 1954 budget submis- 
sion, and is comparable to $146.6 million available in 1953. Howevuar, because 
of the present level of operations of the United States information programs—sub- 
stantially above the $112.5 million level—this will actually mean that after 
paying reduction-in-force costs, the 1954 operating rate will be forced well below a 
$112.5 million level. 

Whether less funds than this magnitude would later prove to be needed cannot 
now be determined. Therefore, the Bureau of the Budget should not apportion 
funds from this appropriation for more than the requirements for the first 6 
months of fiscal year 1954: the balance should be placed in reserve until the new 
team has had a chance to make final determinations. By December 31, 1953, 
it can be determined whether further economies can be made. 

Basicaly, the reduction to $112.5 million, which is approximately a 10 percent 
reduction, can be accomplished through savings in the reorganizations contemplated 
by plan No. 8. As it affects media used, it would require deemphasizing radio, 
decentralizing from Washington and New York to the country level the pro- 
graming for all information media, cutting down the publications and book and 
press programs to more reasonable levels, and monn, use of motion pictures 
only where they will fully serve a useful purpose. verhead staffs, the size 
of our foreign information missions, and the cost of administrative and other 
supporting services would, of course, have to be reduced accordingly. 

4. Necessary appropriation language changes.—A number of technical appropria- 
tion language changes would be involved in the merger of these appropriations. 
Likewise, it might be necessary to give the Director of the Bureau of the Budget 
certain authority to split up these funds if Reorganization Plan No. 8 did not 
become effective. The Bureau of the Budget could probably furnish suggested 
language to handle the proposed consolidation of appropriations. 
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International Information Administration, budget highlights, fiscal year 1954 


{In millions of dollars] 





O81 


1952 | 1953 | 1954 |+or 
USIS missions $28.6 $31.8 $26.3 $5. 5 
188 posts in 80 countries | 
American fleld staff, 855 at 4 } 7.0 
Local field staff, 4,032 at 5.0 
Local expenses | | 7.3 
Former MSA political information projects (conducted at a level of $11.5 
by MSA in fiscal year 1953) | | 7.0 
Office of Field Programs 5] .6] 6 
Domestic staff, 100 at . | | 6 
Channel for coordination of programs and development of media services | 
to fit USIS fleld needs at 188 posts in 80 countries. | | 
Press service. a j Osi. Bei: él | 
Domestic staff, 362 at | oA 
American regional production centers staff, 27 at | .3 
Local regional production centers staff, 100 at ? | | l 
Domestic servicing ; | 6 
Regional centers (Manila for Far East; Beirut for Middle East; Paris- | | 
London for Europe; Washington-New York for Latin America), print- | 
ing and distribution of pamphlets, magazines, posters, at mission 
reqttest 1.3 
USIS missions, local production of pamphlets, magazines, posters, and | 
purchase of press supplies and paper 2.2 
Motion pictures 10.5 7.1 6.4 —.7 
Support with new film materials and supplies the motion-picture pro- 
grams in 38 countries. | 
Domestic staff, 251 at 1.3 
Program expenses | 
New original productions | ; 1.6 
Acquiring and adapting from other sources and acquiring prints of | 
films for special field requests | ‘on 2 
Foreign-language versions |} 1.2 
Prints for overseas distri>ution | } 1.3 
Equipment and materials for use by missions s 
Information centers 5.2 4.2 3.9 -.3 
Domestic staff, 157 at 8 
Program expenses 
Information and hinational centers, supplying books, periodicals, and 
library materials to 143 information centers; grants to Americans 
attached to, and materials for 34 binational centers 1.6 
Translations, through nonprofit corporation (65 projects) and USIS | 
local editions (367 projects) in as many as 40 foreign languages 1.0 
Books or special collections for presentation to key foreign groups or 
individuals 4 
Exhibits and English teaching | | 1 
Edues tion! exchange 8.2} 62] 6.4 2 
USIS missions perticipate in selection of 3,050 foreign grantees; TIES han- 
diesin United St°tes. IES arranges for selection of 1,604 grants to Ameri- 
eins and 987 grants to nationals in American-sponsored schools abroad 
Oper: tes reception and orientation centers at New York, San Fran- IIA \Other 
cisco, New Orleans, and Miami funds funds 


Domestic staff, 185 at | 





I 
491 grants for lesders and specislists 1.4 
1,667 grants for lecturers, research specialists, and teachers 1.4 
2,496 student grants 1.5 


987 grants for assistance to 210 nonprofit American-sponsored schools in 

Letin America l 
’articipation by other Government and private agencies in screening and 

reviewing applicents and administering grants, and operation of clear- 


ing house to avoid duplicstion 9 
Language refresher for grantees, emergency medical eire, and adminis- 

trative and travel expense l 

Total, ILA and other funds 6.4 

Radio broadcasting 19.8 | 20.6 | 20.8 


Operates 10 relay bases overseas at Honolulu, Munich, Manila, Salonika, 
Tangier, Colombo, floating base Courier, and Projects Jade, John, and 
Cast. Now supervising construction at Jade, John, and Cast 

Operates forward program center at Munich, to broadcast in 14 lan- 
guages, 634 hours daily 

Beirut packaging center (proposed) for broadcast over Courier 

New York program originations (shortwave) in 37 languages, 304 hours 
daily 

Domestic staff, 1026 at 

American field staff, 338 at 

Local field staff, 839 at 

Broadcasts from New York 

Package radio and television programs 

Broadcasts from Munich 

Operation of broadcasting facilities, domestic and overseas 

Program direction, evaluation, management services, and facilities plan 
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International Information Administration, budget highlights, fiscal year 1954—Con. 


[In millions of dollars} 


| 


| 1952 | 1953 

















1954 |+or 
' 
ITA | Other 
| funds | funds 
8. Program direction and appraisal. ictal -----| $21 | $1.8 | $1.9 |4+-$0.1 
Domestic staff for Office of Administrator, Private Enterprise Coopera- | 
tion, Congressional and Public Information, Policies and Plans, Evalu- 
ation, Advisory Commissions and Secretariats, and Regional Bureau | 
Public Affairs, 174 at. .__-. ‘ i ald desl Se eae 1.2 |.. 
Program evaluation surveys...................-- ink aie isecene doe Sid. 
Supporting costs, i. e. travel and supplies alin ; i< = 
9. Administrative and management services... : = ---) 15.4 | 15.8 | 15.0 —.8 
Domestic staff, Office of Management, New York Administrative Office, | 
and Special Intelligence Research, 367 at..............-.....----.--..-. chisel BF) Bua. 
Administrative support: 
Washington accmiblecth astioh dackidigit sebadisala i sv cia 1 OB 
New York Administrative Office _-- ep Seen -4 
Overseas a Sec seeads Ce coco 
Security investigations..............-.-.- au weeds é wp ideGaebis 3 
| ae | | 
Geand total, TEA ObiinatlenG.... cécdiicks cktsonks 86s ction a-s-s-] 99.6 | 96.0 | 87.9 | —8.1 
i 
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Senator Haypen. I would like to inquire as to the sums of money. 

The budget estimate, as I understand it, a dollar appropriation of 
$87,900,000, with authority to use foreign currency without dollar 
costs for Fulbright educational exchange program, in accordance with 
the provisions of Public Law 584, 79th Congress, in the amount of 
$8,859,791, or a total of $96,759,791. 


RESTORATION OF FUNDS 


Now, that request, as contained in the President’s budget, was 
reduced, as I understand it, by the House of Representatives, and 
you are asking for a restoration of $28,859,691? 

General Smirn. I have not presumed to recommend how much 
you should restore us. But the gentlemen who are with me will make 
a careful analysis of the effect of these cuts. I have simply said that 
1 do not believe that any operating agency can take what amounts to 
almost a 50 percent cut. 

Because you must remember, Mr. Chairman, that about $10 million 
of this will have to be devoted to this phasing-out pay, personnel 
reduction, and so forth, and continue to operate effectively. 

Senator Haypen. What I was trving to ascertain, sir, was whether 
you appear here in support of the President’s budget request. 

General Smit. | appear in support of the program generally, sir, 
and to express my opinion on certain restrictive amendments, and 
particularly in connection with the one I have just covered. I will 
come to the Rabaut amendment, to the question of Fulbright scholar- 
ships, and then to the general value of the program. But I have not 
presumed to discuss in detail or to recommend to this committee how 
much should be restored. 

Senator Haypen. I was simply interested in the total figures. 

General Sarra. I said this, sir, that Mr. Joe Dodge—and I think 
that was before the Senator came in—has been over this very carefully. 
And Joe Dodge has as much respect for a dollar as any man living. 
And after a very careful analysis, he decided that an $80 million appro- 
priation was a reasonable one. 

Senator Haypen. It is customary, Mr. Chairman, that, as you 
know, when reductions are made in a bugdet estimate in the House of 
Representatives, sometimes the agency involved asks for a complete 
restoration of the total amount of the budget estimate. At other 
times it asks for partial restoration. 

Senator Fercuson. Correct. 

Senator Haypren. I assume that the general will expect us to inquire 
of the other witnesses as to whether in each case they want the full 
amount restored? 

Senator Fercuson. That is correct. 

General Smiru. That is correct, Mr. Chairman. 

What is being requested or what will be requested by the gentleman 
who will follow me is a partial restoration. Mr. Kimball will address 
himself to that matter. 

Senator McCarruy. Just one further question. 

[ understand you are here today representing the Secretary of 
State, and that you assure the committee that regardless of who is 
selected as the new head of the ILA, that no more works of Communist 
authors will be purchased, except as you say, in a rare instance, such 
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as the history of the Communist party when they first started, the 
history as of today, so it will show the comparison of the two, and, 
No. 2, that the works of Communist authors will be removed from the 
information shelves? 


POSITION OF SECRETARY OF STATE ON BOOKS 


General Smita. Mr. Chairman, I can say categorically that the 
Secretary of State is opposed and has been opposed to the works of 
Communist authors per se on the shelves of American libraries over- 
seas. I spoke for myself in describing a tactical situation which may 
occur and which I myself, were I responsible—and I am sure that the 
Senator from Wisconsin also, because he has a thorough knowledge 
of this matter of tactics, would be inclined to take advantage of— I do 
not consider that those tactical situations are likely to arise very 
frequently. But they may happen. 

Senator McCarrny. As far as the burning of those books, you 
say sell them for scrap or get something out of them if you possibly 
can? 

General Smiru. Mr. Chairman, I say that, as an officer of the United 
States Government, charged by law with protecting Government 
property regardless of the kind of property it is, it would be my 
responsibility to see that the Government sustained the least possible 
loss if it were decided to dispose of it. 

Senator McCarrny. One further question: Let us assume that 
you cannot sell those books, let us assume that no one even wants 
them for scrap. Then you are faced with the possibility of either 
storing them or destroying them. I assume that under those cir- 
cumstances, you would destroy those works. 

General Smirn. There again, in the military service, we take 
advantage, we take refuge behind a statement “It all depends on the 
tactical situation.” May I be permitted in the absence of definite 
knowledge, to take advantage of that statement? 

And may I also beg, Mr. Chairman, that this recommendation 
which I have just made, and which I really consider very serious be 
not permitted to fall back of the library shelf here, because please take 
it in the spirit in which it is offered. 

Senator SatronstTa.Lu. Mr. Chairman. 

Senator Ferauson. The Senator from Massachusetts. 

Senator SALronsTaLu. General, you are here as the Deputy Secre- 
tary of State, or Under Secretary of State, representing the Depart- 
ment; are you not? 

General Smiru. I am, Senator. 

Senator SaALtonsraLy. And you are heartily in favor of this pro- 
gram, are you not? 

General Smiru. I am in favor of it. 

Senator SaALronsTaLL. And the Department is heartily in favor 
of it? 

General Smiru. The Department is in favor of the program and 
feels that in the present world situation, our message to the world, 
properly conveyed and intelligently conveyed, carefully and intelli- 
gently framed, is absolutely essential in the struggle for men’s minds 
which is now going on, and must be continued as effectively and as 
competently as the ability that we can assemble and the money which 
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you gentlemen can provide, with due deference to all of the other 
demands which are made on you—and I know just how serious they 
are—should be provided. 


FULBRIGHT EDUCATIONAL PROGRAM 


Senator SaALTONSTALL. And you are in favor of the so-called Ful- 
bright educational program? 

General Smrru. | am, indeed, Mr. Chairman. 

Senator SALTONSTALL. Is that not, from the point of view of the 
State Department, one of the best diplomatic offensives that we can 
produce? 

General Smirxu. Mr. Chairman, we so consider it. 

Senator McCarruy. May I interrupt there, General. 

Again, I know you have other work to do and you may have some- 
one else here who you would rather have answer these questions. 
However, let me ask: What type of security clearance do you give 
those who select the exchange students, if any? 

General Suara. Mr. Chairman, I will have to ask that somebody 
here answer that. 

Senator McCarruy. In other words, you will have someone here 
who can go irito that? 

jeneral Smirn. Mr. Riley, Mr. Chairman, is familiar with the 
details of clearance and will be prepared to answer that. 

Senator McCarruy. We will wait for him, then, 


KAGHAN REMOVAL 


One other question: General, we have been asked for I believe 
$22 million for an information program for the High Commissioner 
of Germany’s office. Mr. Conant was before the committee and made 
that request. Up until recently, a man by the name of Kaghan was 
head of that information program. By his own admission under oath, 
he had signed Communist Party petitions—the petitions after the 
Hitler-Stalin pact, incidentally—he had lived with a Communist; 
he attended, I believe he said, about 12 Communist meetings, he 
wrote plays which he said were produced by Communist organizations. 

He testified that he worked for an outfit whose head was a Commu- 
nist. It appeared that as late as 1946, his commanding general over 
in Austria criticized him for being soft toward communism, toward 
playing down the evils of communism and playing up all of the sordid 
side of American life, such as lynchings, rapings, and so forth. 

I may say happily the State Department has gotten rid of him 
after he appeared before our committee. 

Do you think that is the type of man who should head up an infor- 
mation program any place in the world? 

General Smita. Mr, Chairman, before I answer that, I will have to 
assume that the facts are exactly as the Senator stated, and having 
heard nothing in rebuttal, I would say that if the man is as described, 
I would not. 

COMPETENT SECURITY SERVICE 


WI would also like to say that the State Department’s security 
service, operating under Mr. Scott McLeod, who seems to me to be 
starting to do a pretty darned competent job, is capable of handling 
matters of that kind. 
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Senator McCarruy. I think Mr. McLeod is doing a very good job. 

Let me ask you this question: In view of the fact that the State 
Department did get rid of this man, did ask for his resignation on 
security grounds, after that Mr. Conant came before the committee 
and said that was the type of man he would like to have running his 
information program in Germany. 

Would you have any comments on that? 

General Smirn. I have no comment, Mr. Chairman. I know 
nothing about it. 

Senator McCarruy. But you would say that with those admissions 
on his part, the fact that the State Department’s Security Division 
asked him to resign, you personally all be opposed to that type of 
individual running an information program? 

General SmiraH. When the State Department’s Security Division 
makes a determination in the case of an individual, I accept that 
determination as accurate and valid unless, on reviewing the case 
myself, or on the review by the Secretary, it is determined that there 
are reasons for rejecting it. If the State Department’s Security 
Division made such a recommendation, in the absence of knowledge 
of any facts to the contrary I would accept it as valid. 

Senator McCarruy. Are you not aware of that case General? 

General Smiru. Only by a very little bit of hearsay, Mr. Chairman. 

You must remember that I deal in the realm of foreign policy and 
not in administration or security, and I am addressing myslf to this 
matter in hand from the view point of our foreign policy and how to 
implement it. 

Senator McCarruy. I may say, General, that one of the reasons 
why it may be difficult for us to vote large sums of money for the 
information program is because so many of the topmen, some of the 
hangovers from the old administration—I know you cannot get rid 
of all of them in 1 day—spend their time defending what the old 
Acheson-Truman group did instead of trying to organize a new, 
active, real American information program. And I do not include 
you in that group, 


RESIGNATION OF REED HARRIS 


But in that connection I would like to point out that Mr. Reed 
Harris, who had been acting head of the information program, was 
called before the committee and it was exposed that he had been 
expelled from Columbia University because of his radical activities, 
that he had written works that were acceptable to the Communist 
Party. And with that public exposure he resigned. One of the Old 
Acheson men —I give the State Department credit for getting rid of 
him—-—promptly, however, the new head of the information program, 
wrote him a letter telling him how sorry he was that he resigned. 

I may say that we had a previous man high in the Government who 
took his pen in hand at the wrong time of the night and I think maybe 
it might be a good thing if some of your men on the information pro- 
gram who wrote less letters were carefully considered. 

That is not a question. 

Senator Ferauson. Would you complete your testimony? 

Senator Munpr. Mr. Chairman, I would like to clear up one state- 
ment that the general made. 
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Senator Fercuson. The Senator from South Dakota. 

Senator Munpr. It may be possible of misinterpretation. You 
said, General Smith, that in the new Security Division, that Scotty 
McLeod was doing a good job. I think the implication there was 
unfortunate. I think you will agree with this member of the com- 
mittee that Security Officer Scott “McLeod has been doing a good job 
throughout and is starting to get results, not that he has - just started 
to do a good job. Is that right? 

General Smirx. Yes, as far as the individual is concerned. 

But there is one thing I would like to point out here now for the bene- 
fit of this committee and those others who may be interested. 

| have heard it said, in connection — my previous capacity, 
that it takes 10 years to begin to build a really good intelligence 
service. It takes a long time to really re ‘build a bad sec urity service. 

As far as Seott McLeod is concerned, as far as my personat ob- 
servation, which is limited, it seems to me that as an individual he 
is doing a good job. But you are not going to bave a rebuilt security 
service by next Monday morning at 9 o'clock. It takes time. 

Senator Munpr. I just wanted to get rid of the implication that he 
started to do a good job rather recently. 1 think you share with us 
the view that he is trying to do a good job, and naturally it takes 
some time. And certainly the names indicated in the July directory 
of the State Department indicate that the progress of removing the 
old team has been very slow. 

General Suira. Yes. 

What I meant to imply, Senator Mundt, ts that this is neither a 
l-man job, nor a 1-minute job. 

Senator McCarrnuy. General, just one further question: You and 
I both agree, then, that it was necessary to rebuild a good security 
department, that you did not have one there when Mr. McLeod 
took over? 

General Smrru. That is my view, Senator. I am not satisfied ever 
with any security department. [ have a mean, suspicious nature, 
developed from some 3 years in the Central Intelligence Agency. I 
am not satisfied with any security department. 


EFFECT OF RABAUT AMENDMENT 


Mav | proceed to discuss, Mr. Chairman, the effect of the Rabaut 
amendment. 

Senator Ferauson. You may proceed. 

General Smiru. As this committee will recall, Mr. Chairman, the 
Rabaut amendment provides that all foreign currency expenditures 
must be included in annual appropriations requests. Now, this in- 
cludes foreign currencies for the educational exchange program under 
the Fulbright Act, both in the ILA and in the German and Austrian 
budget. ‘This is money that we got or that the United States derives 
as a result of lend lease and other sources for what we have called, 
loosely, counterpart and surplus-property funds. 

The Department is requesting exemption from the Rabaut amend- 
ment for both appropriations as they pertain to the Fulbright program. 
And we make this request for the following reasons: 

First, the Fulbright Act itself imposes adequate controls on foreign 
currency expenditures, and it does it in this way: It provides that 





: 
: 
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there will not be spent more than $1 million per year per country, $20 
million total per country, and that an annual detailed report will be 
made by the Secretary of State to the Congress on these expenditures 
and on the carrying out of the act. 

The State Department has included foreign currency requirements 
in its annual budget presentations in great detail, and it will continue 
to do so because that is part of its obligation to the Congress and to 
the administration. 

That permits detailed review by the Congress. 

Lf, in carrying out this program, it was necessary to comply with all 
the provisions of the Rabaut amendment, we would have to modify 
and possibly renegotiate the 28 agreements now in force which permit 
this exchange of students and scholars. It is probably that the pro- 
visions of the amendment, if so applied, would deter other countries 
from signing executive agreements even though they might be polit- 
ically expedient from an international relations standpoint because 
they would rather have it the other way. 

These withdrawals would result in adverse reaction overseas, 
both diplomatically and publicly. 

Other witness, including, I believe, Senator Fulbright—I think 
Senator Mundt can speak for this—will give you a good deal more 
information with regard to the operation of the act than I can, except 
to say that it has been kept on a very high plane. 

Senator Rorerrson. General, may | ask you one question right 
there: 

USE OF COUNTERPART FUNDS 


Will the use of $8 million of counterpart funds for the student-ex- 
change program impinge in any Way upon our overall program under 
the Byrd amendment to budget counterpart funds and use them as far 
as practical in a program of offshore procurement of military assistance? 

General Smiru. No. These funds are set aside for the purpose of 
these exchange scholarships. 

So, | think, Mr. Chairman, the answer to that is: They would not. 

Senator MaGnuson. General, Senator Fulbright, | understand, is 
proposing an amendment, which he will propose to the committee. 
Have you seen that amendment or know about its general contents? 

General Smirn. No. I know what Senator Fulbright has in mind. 
1 would prefer to bave him speak for it. 

But our view, that is, the view of the State Department in the 
matter, Mr. Chairman, is that we wanted these two activities exempted 
from that. That exemption has been-recommended by the President, 
by the United States Advisory Commission on Educational Exchange, 
by the President’s Board of Foreign Scholarships. and by the Hicken- 
looper committee. 

As a matter of fact, the Budget was willing to agree —we had some 
discussion. with the Bureau of the Budget. They first thought it 
should apply. Then after discussing the matter with the Chief 
Executive it was decided that they would be prepared to exempt the 
Fulbright scholarships from it. 

Senator MaGcnuson. What I am getting at is that as far as vou 
understand it, you would be generally in accord with the proposal 
of the Senator from Arkansas? 

General Situ. Yes, we would, because he knows as much about 
it as any of us. 
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PROPOSED LANGUAGE CHANGE 


Specifically, however, I should like to recommend to the committee 
that there be reinstated in the language of the act the following: 
Section 1415 of the Act of July 15, 1952 (66 Stat.), shall not apply to foreign 


currencies or credits utilized under section 32 (b) (2) of the Surplus Property 
Act of 1944, as amended (50 U. 8. C. App. 1641 (b) (2)). 


That is the Department of State, Justice, Commerce, and the 
Judiciary Appropriations Act. 

Senator McCarrny. May I ask the general: You have been talking 
to the Senator about some amendment that Senator Fulbright has 
attempted to propose to this bill. Can you tell us what that amend- 
ment provides? 

General Smiru. I cannot, Senator. I prefer to have Senator Ful- 
bright testify to that. 

As a matter of fact he would have testified before me, except that. 
the chairman, out of consideration, because I have this other thing 
coming up, let me go first. 

Senator McCarruy. So that you are not in a position to advise 
us whether we should accept that amendment, or not? 

General Smirx. No. But I know Senator Fulbright is thoroughly 
competent and I would say that to facilitate the application of the 
project, that we are highly in favor of it. 

Senator McCarrtuy. In other words, you recommend it not because 
vou know what is in the amendment, but that you think Fulbright 
will draft a good amendment? 

General Smiru. That will be my judgment, sir. 


PROJECT PIGEON 


The next recommendation I have to make is one which I cannot 
describe in detail except in executive session. So I must use guarded 
language. 

I believe, somewhat inadvertently and because all of its implications 
were not known, there was deleted in the House bill certain language 
which was necessary to allow the President to undertake a high- 
priority project of a highly classified nature, and the code name for 
that project is known. It is called Project Pigeon. It has been 
approved at the national level and it requires the use of radio- 
construction funds. 

It was not made very clear in the House, could not be made entirely 
clear, that the authorization for that project, which is a national 
security project, does not involve a great deal of money, but is, I can 
assure you from personal knowledge, of grave importance. 

Senator Ropertson. May I ask you there, General: Is it*merely 
necessary to change the language, or do we have to restore funds? 

General Smira. My recommendation is that the following provi- 
sions be reinstated in language changes: 

Provided further, That funds made available under the head ‘International infor- 
mation and educational activities’ in the Supplemental Appropriation Act, 1950, 
the Supplemental Appropriation Act, 1951, and the Third Supplemental! Appro- 
priation Act, 1951, for purchase, rent, construction, and improvement of facilities 
for radio transmission and reception shall be avilable for such purposes relating to 


any radio facilities under the jurisdiction of the Secretary of State and for acquisi- 
tion of quarters and necessary fac‘lities for personnel required for operation of 
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such facilities at remote locations outside the continental limits of the United 
States by purchase, construction, and alterations, and for initial furnishing of 
such quarters, 

Senator McC.ie.ian. On what page is that, General, so that we 
can follow it? 

General Smurx. It is item (c) on page 5 

And, if you will turn to that, I will not have to read this rather 
involved language, which really ‘does not describe anything anyway. 


LIST OF BOOK PURCHASES SINCE 1947 


Senator McCarruy. While you are waiting for that, General, | 
would like to pass to you a State Department report which shows a 
sizable number of Communist books purchased since January 1, 1947, 
so that you will know Mr. Kimball is in error when he told you none 
of them have been purchased. 

I also call your attention to the fact that very few of the posts were 
reporting, so that this is incomplete. But it still shows a very sizable 
number of works by Communist authors. I think, if Mr. Kimball 
looks it over and is readvised, it might be a good idea. 

General Smirn. My recommendation is that those provisions be 
restated in the language suggested in order that the authority may be 
available for carrying this project into effect. 

Senator McCarran. Why, General? 

General Smiru. Because, as I said, Mr. Chairman, it is a top-secret 

roject which was determined upon in the Psychological Strategy 

oard. And this language will allow the President to carry it into 
effect. It has been approved at the national level, and it requires 
the use of some radio construction funds. 

If the language is reinserted and restated as recommended, it will 
permit that Project Pigeon to be carried into effect. 

All I can do is to assure you from personal knowledge that, while 
not an expensive project, it is a vital one. I cannot state any more 
about it in open session. 

Senator Fereuson. In an executive session this could be given to 
the committee, could it? 

General Smrru. Yes; I believe it could. 

Senator Ferauson. I appreciate it is top secret. But, so that we 
will have the facts, will there be somebody available this afternoon? 

General Smiru. It certainly could be given to the chairman or to a 
group that he selected to see this paper or know the status of the 
project, to assure the committee of its contents. 

Senator Ferauson. Will it be available this afternoon? 

General Smirx. Yes, Mr. Chairman. 

Senator Fercuson. One of the main reasons for trying to conduct 
the hearings in the regular quarters is the fact that the committee is 
large and it is necessary that we go to the floor on occasion. Each 
man has certain work on the floor that he must handle and get back 
quickly to the room. 

So, if you will have somebody so that we can turn the hearing into 
executive session at times, that would be appropriate. 

General Smita. We will, Mr. Chairman. 

And in this particular case, if it would be possible for the Chair to 
designate a little subcommittee to possibly look at the details of it 
and then assure the committee of its desirability; it might——— 
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Senator Fnreuson. The committee will determine who is to sit; 
that is, the committee as a whole will determine that. 

General Suir. That concludes the details of my presentation, 
Mr. Chairman 


INFORMATION PROGRAM TO FRIENDLY COUNTRIES 


| wish now only, in conclusion, to address myself to a question which 
has risen rather frequently in connection with this program, and that is 
whether we should deal with an information program to friendly 
countries. 

There has been expressed a good deal of difference of opinion as to 
whether our story should be told to friends as well as enemies. The 
Department of State believes very strongly that it should. 

As a matter of fact, my own personal conviction is that it is almost as 
important and it may be in some cases even more important to tell our 
story to countries whom we still consider friendly than it is to try to 
attack the center of what I may refer to as the heartland of the enemy. 
These free nations are generally united against Communist aggression, 
but their international cooperation is based on understanding. 

Now, you have all been abroad; you all read the foreign press; and 
you read reports of foreign radio broadcasts. And you all know how 
our objectives and our intentions are misinterpreted. 

Senator Roperrson. General, if you will pause there, | may say 
for the benefit of the committee that at a meeting of the Interparlia- 
mentary Union in Berne, Switzerland, last August we heard frequent 
references from representatives of 50 nations, all presumably friendly, 
because it included no satellite countries and did not even include 
Spain, that America was an imperialistic nation. We finally dis- 
covered that one reason that they kept referring to America as an 
imperialistic nation was that they construed our trade policies and our 
efforts to line up the free world against communism as an effort on 
our part to dominate the trade of the world. 

And certainly there are many in both France and Italy who have 
promised to become members of EDC and who are already members 
of NATO who are constantly claiming that our form of government 
and our system of capitalism is the enemy of the workingman and that 
we have no real regard for the workingman or for the masses—that 
our capitalistic system is channeled into increasing the wealth of 
big corporations and wealthy individuals. 

So there can be no doubt about the fact that we need to sell our 
principles of freedom and democracy in Western Europe as well as 
across the Lron Curtain. 

General Smita. We feel so, Mr. Chairman. 


INTERNATIONAL COOPERATION 


| repeat what 1 said before, that international cooperation is based 
on understanding and, as the Senator has just said, many voices are 
raised to obstruct understanding. 

Now, some of those come covertly from the enemy. Many of 
them come openly from the Communist enemy. Many more are due 
to lack of appreciation or to suspicion. And, since all of you know 
politics and understand them, many of them are adopted for political 
purposes. There is no blinking that. 
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We know many times that the party out of power accuses us and 
uses as as the whipping boy, accuses us of things which they would 
never accuse us of if they were in power, and that the party in power 
will follow policies which they attack when out of power. 

You see that in various Kuropean states right at this very minute. 
But the fact is that governmental policies, you know only too well, 
are based on popular support and on public opinion. We need our 
allies now, and we will need more, and we will need more free world 
cooperation. ‘These free-world allies are against Communist im- 
perialism. And we all acknowledge that fact, and they all acknow!l- 
edge it, and they all say they are. But they do not agree on a lot of 
other and lesser things, these sources of friction. 

And, as you well know, in the vital matter in which we are now 
engaged and which we hope will come to an issue within hours, one 
great problem has been to reconcile the views of our allies. 

The far eastern policy, the middle eastern policy, and world leader- 
ship are very vital questions. The position of world leadership is not 
a happy one. And I do not have to tell you, you know only too well, 
that the major tactic of the Communists is to split the free world, to 
divide our allies, to separate them from us by attacking the United 
States on such issues as the unreliability of United States commit- 
ments and our economic imperalism, as the Senator so well described 
it, and military imperialism, troop occupation. 


REFERENCE TO SPEECH OF SWITZERLAND DELEGATE 


Senator Ropertson. And, General, they also say the delegate from 
Switzerland made a very impassionate speech on the subject, that 
we were trying to force nations of the world to choose between follow- 
ing us and following Russia, 

‘We need to explain to them we are not trying to push anybody 
around or to dictate to anybody. But what is good for our freedom 
is good for their freedom and can best be preserved if they will come 
to a unified program, not as followers of the United States but as 
coequal partners in a joint enterprise. 

General Smiru. That is true, Mr. Chairman. 

And the Communists themselves in this campaign to divide the 
free world, you know very well they are aided by a feeling of war- 
weariness and by the trend toward neutrality which we have to admit 
has been caused by the Soviet peace campaign, phony though it is. 

When people are war weary, they respond. And there is wishful 
thinking. 

There are a good many friendly countries that need to be told our 
story and need to be told it accurately and frankly and continuously. 
I say quite bluntly that France and Italy, for example, rank very 
high—you know that, Senator, and you have been some places where 
you have seen it operate elsewhere—they rank very high in country 
priorities for an honest information program which really tells what 
our national aspirations are and what out national beliefs are and 
which disabuses the ideas that are currently creeping underground, 
fomented by the Communist peace offensives and by the Communist 
minorities, which are very large in some of these countries. 

So I conclude my presentation by restating our belief in the impor- 
tance of the need for continuing this program in friendly countries as 
well as directed toward the enemy. 
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CONDUCT OF PROGRAM 


Senator McCarruy. In that connection, General, may I ask you 
this question: There seem to be 2 very honest differences of opinion, 
2 schools of thought on how the program should be conducted, whether 
we should follow perhaps the lead or the practice of the British Broad- 
casting Co., which has done a very good job for England, of just 
broadcasting hired news. There is one school of thought who urges 
that very strongly. Another school of thought just as sincerely urges 
that we concentrate not just on bired news, as BBC does, but on the 
obvious propaganda. 

Do you have any thought on that particular subject? 

General Smrru. Yes, Mr. Chairman, I would answer Senator 
McCarthy. 

But I have to say that this is based on personal observation and is 
purely a personal opinion. 

During the 3 years I was in Moscow, we constantly monitored our 
own and the British broadcasts, and we were constantly trying, with 
the limited resources at our disposal, to assess a sort of a Gallup poll 
of popularity on the credibility attached to the two. 

They varied. At times BBC would lead the Voice of America, and 
at other times, depending on a featured thing, as for example when 
the Kasenkina affair occurred, when she escaped, we were in there 
early with the real story before Pravda had gotten around to denying 
it. 

For a while, our popularity went up. 

And I would say, in answer to Senator McCarthy’s question, based 
on my limited personal observation, that the answer lies between the 
two: In general, a good straight presentation of news, but with a 
certain amount of comment and evaluation. 

Senator McCarrtuy. I assume you would agree that perhaps you 
might follow a different line in a friendly country than in an enemy 
country? 

General Smiru. I do. I could not agree with that more. 


LACK OF PLANNING 


Senator McCarruy. I think one of the difficulties of the Voice in 
the past has been that there has been no plan. You get the same 
type of broadcast to a friendly country as to an enemy country, and 
it has made us look rather ridiculous at times. 

But so much for that, General. 

I have one further question. 

I am afraid you may have left an impression you did not intend to. 
| hope I quote you correctly when I say you made the statement that 
damage could be done by the party out of power criticizing the party 
in power. I have always felt that our two-party system would not 
work unless you have a militant minority acting as a watchdog for 
the majority. 

Of course, when the party out of power criticizes the party in power, 
from the standpoint of the majority that is leading the fight, I do not 
think you intended to create the impression that we are trying to cut 
off criticism by those who disagree with the administration regardless 
of whether the Democrats are in power or out of power. 
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General Smiru. Senator, I am not sure that you heard me correctly. 
I said that the minority party or parties—and you know that in many 
countries in Europe there are many of them—use the United States as 
a whipping boy to castigate the party in power and accuse the party in 
power. I meant certainly, of certain relations or certain subservience 
to the United States which, were they themselves in power, they would 
consider a virtue and not a vice. I am not referring to anything 
which goes on within our own country, please. 

Senator McCarrtuy. I want to make that clear. I thought that 
could very easily be misunderstood by someone listening. 

General SmitH. A good, healthy political criticism and a loyal 
opposition is the cornerstone of our political freedom, Senator. And 
you know that I do not challenge that. 


TRANSFER OF MSA INFORMATION THEMES 


Senator Dirksen. General, there is an item in the budget here of 
$7 million for transfer of MSA information themes to the information 
program. 

I think it was $11 million before. It has been reduced to $7 million. 

Is that nothing more than a physical transfer of publications and 
exhibits and films, and is it in the nature of a reimbursement item? 

General Smita. Mr. Chairman, may I refer the Senator’s question 
to Mr. Kimball, here, who knows about that? 

Senator Fercuson. Yes, sir. 

Mr. Kimpauu. Senator, the $7 million of MSA is local currencies, 
part of their counterpart funds, and it is a program which, during 
the last year, has been pretty much merged overseas or integrated. 

The Budget Bureau merely transferred that amount of their funds 
to this appropriation. It is all local currency in 1953. 
¥ senator Frreuson. In other words, they were operating a separate 

o1ce! 

Mr. Kimpauut. They were operating a program overseas up to 
about a year ago, and that was integrated in each country mission 
in Europe and in Greece and Turkey. 

This is a further step to bring that together even before the new 
agency pulls it together. 

Senator Fereuson. Do you know whether Mutual Security has any 
money in that now? 

Mr. Kimsa.t. Yes, sir. They still left an amount of $7,600,000 in 
the mutual security appropriation for activities which, up to the time, 
have been carried on by MSA and not the IIA. They are directly 
in connection with their economic activities. 

Senator Ferauson. So they have a further carry-over of $7 million? 

Mr. KimBau. $7,600,000; yes, sir. 

Senator Dirksen. I am not sure I am clear on this, from the House 
heari 

First of all, you refer to it as information themes, and then there 
is a breakdown, country by country, showing publications, exhibits, 
films, radio, press, and photo, and then some exchange. 

I gather from this it was a transfer of physical equipment and 
reimbursement. 
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Mr. KimBatyi. What it aetually was is that it is local currency 
which will be used for those particular purposes. 

Senator Dirksen. Was it allocated by MSA for each one of those 
purposes for each country? 

Mr. Kimpauu. That is rizht, sir. 

Senator Dirksen. Do you preserve that arrangement in that 
allocation? 

Mr. Kimpatu. The answer is that we would not preserve that 
physically, and that $7 million is transferred over. 

In other words, it would depend on the total appropriations avail- 
able to the new agency and the way in which the agency could best 
utilize the total funds. 

Senator Dirksen. General Smith, I have one general question. 

Senator Ferauson. Could we finish with General Smith? 

Senator Dirksen. | wanted to ask General Smith one basic ques- 
tion. 

CONTRACTING WITH PRIVATE INDUSTRY 


The largest industries in America, of course, sell their product and 
their good will to the country and to the world by using private 
facilities for selling that product. They hire advertising agencies, 
who contract, in turn, for billboard space, radio. 

Has the question of contracting this kind of a function, based upon 
a carefully prepared job sheet, ever been explored? 

General Smirn. Mr. Chairman, I can recall when I was in Moscow 
coming back and sitting in a position, I must say, of considerable 
ignorance, in a very large conference at which the representatives of 
all of the big radio companies, Dave Sarnoff representing his, and 
2 or 3 others were present, when this was threshed out. 

| believe that it was the recommendation of that high level com- 
mittee of civilian experts at the time that it should not be largely 
subcontracted. 

I do not, by any means, dismiss the possibility of doing that, and 
indeed, I think that in some cases it can be done with great effective- 
ness, 

WORK OF STATION WRUL 


Senator SaALTonsta.L. Following that up with one question, General 
Smith, let me ask: Station WRUL is a station in Massachusetts and 
also in New York which has done some work. Has its work been 
helpful? 

General Smiru. It has, indeed, sir. 

Senator SALTONSTALL, Are you in favor of it continuing? 

General Smiru. As far as I know, it is quite satisfactory. 

As a matter of fact, in certain otber fields where we do certain 
tvpes of broadcastiag, we rely on commercial facilities. 

But you can only get a certain amount of time and you have 
to get your message over within the time that you can contract. 

| have just about exhausted the budget of my own knowledge, 
on this subject, Mr. Chairman. 

Senator Feracuson. If there are no further questions— 

Senator McCarran. I would like to ask one further question. 

Senator Ferauson. The Senator from Nevada. 
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RADIO FREE EUROPE 


Senator McCarran. Does the organization known as Kadio 
Free Europe get funds from your organization? 

General Smita. Mr. Chairman, | am unable to answer that question 

Are you referrmg to the State Department, which is my organiza- 
tion? 

Senator McCarran. Yes, sir. 

General Smrivu. As far as my knowledge extends, it does not. 

Senator McCarran. Do you have anyone with vou who knows 
more about it than you do? 

General Smirn. I donot, Mr. Chairman. 

Senator McCarran. Would the answer be that they do not 
receive funds from this appropriation? 

General Smrru. The answer is that from this appropriation they 
do not. 

The organization known as Radio Free Europe is, as I understand 
it, a private enterprise. 

Senator Magnuson. Nonprofit? 

General Smiru. Nonprofit enterprise. 

Senator Frerauson. If there are no other questions, the witness will 
be excused, and Senator Smith will take the stand. 

Senator McCarrny. Mr. Chairman, I want Mr. Kimball to stay 

Senator Ferauson. He is going to stay. 

General Smiru. I should like to thank the Chair and the committee 
for their consideration. 

Senator Fereuson. Senator Smith, there has been a request that 
all witnesses be sworn. 

Will you raise your right hand and be sworn? 

Senator Smiru (of New Jersey). In the light of the fact that the 
distingushed Under Secretary was sworn, | will be very glad to be 
sworn, Mr. Chairman. 

Senator Frrcuson. Do you solemnly swear, in the matter pending 
now before the committee, that you will tell the truth, the whole 
truth, and nothing but the truth, so help you God? 

Senator Smiru. [| do. 

Senator Ferauson. You may proceed, Senator. 


INFORMATION PROGRAM 


TESTIMONY OF HON. H. ALEXANDER SMITH, A UNITED STATES 
SENATOR FROM THE STATE OF NEW JERSEY 


GENERAL STATEMENT 


Senator Smirx (of New Jersey). Mr. Chairman, I have asked for 
the privilege of appearing before this committee for two main reasons. 
The first is that 1, as a cosponsor with the distinguished Senator from 
South Dakota, Mr. Mundt, of the original Smith-Mundt Act. It is 
that legislation, which we introduced and helped to get through the 
Senate and the House, which we are talking about today. I am pro- 
foundly interested in the cause of the information program. 

The other reason that I asked to appear is that I want to make it 
clear and of record that I am personally supporting the President of 
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the United States and the Secretary of State in their present foreign 
policy programs. 

I can say with authority from the President that he is concerned 
about anything that may undermine or adversely affect this impor- 
tant information program, and that he hopes very much that sufficient 
restoration of funds will be made in order to make the program fully 
effective. 

1 am aware of the fact that the House has cut the original request 
from, I think it was $87.5 million to $60 million. 

I am also aware of the fact that whatever we may do here, the 
matter will have to go to conference, and that therefore the total 
amount that is recommended by your committee may well be cut in 
conference. 

RESTORATION REQUEST 


Senator Sauironstaty. The restoration request, Senator, is 
$28,859,000. 

Are you in favor of that restoration? 

Senator Smirx. I am very much in favor of the restoration. 

Without going into detail, because other witnesses will furnish the 
details, | want to stress 1 or 2 points. 

My own experience with this matter began back in 1946 or 1947. 
I felt at that time that something needed to be done to increase the 
knowledge and understanding between the United States and the 
other peoples of the world. Prior to the passage of the so-called 
Smith-Mundt bill I went with Senator Mundt and a joint committee 
of the House and the Senate to visit the capitals of Europe. We 
visited all the capitals of Europe except Moscow and Belgrade. We 
gained a feeling regarding the questions which were being raised by 
other countries concerning America and what service such a program 
as this program could render. 

I began my interest at that time. I assisted in putting through 
that legislation. I watched it with interest. I have deplored many 
of the mistakes that were made. I am not coming here to defend 
those mistakes but simply to say whatever the mistakes of the past 
may have been, they do not seem to me to justify our penalizing the 
new administration of General Eisenhower and Mr. Dulles, who have 
primary responsibility for this program. If they feel that certain 
funds are needed to carry on this program, I think that vote very 
definitely ought to be given them. We ought to do all we can to re- 
store the amounts which the House has cut out of this program. 


RESPONSIBILITY OF FOREIGN RELATIONS COMMITTEE 


I am present also, Mr. Chairman and members of the committee, 
as a member of the Foreign Relations Committee. On that committee 
we have been watching this thing very closely. It is part of our 
responsibility. A little over a year ago we appointed a subcommittee 
on this very subject of which Mr. Fulbright was the chairman and 
Senator Hickenlooper was one of the members. Since the new ad- 
ministration came in, Senator Hickenlooper has taken the chairman- 
ship of that committee. The two Senators have worked together 
closely. 
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I think they have done one of the finest jobs ever done for our com- 
mittee in investigating the ramifications of this program. They have 
studied the mistakes being made and have brought to us a report with 
recommendations which I commend earnestly to every member of this 
committee. It is one of the finest services I know that has been 
rendered in the field of foreign relations since I have been on the 
Foreign Relations Committee. 

I am coming primarily to say to you that my colleagues who will 
follow me, Senator Hickenlooper and Senator Fulbright, are going to 
give you the benefit of their intimate, personal study of this whole 
program, both here and abroad—the ways in which they feel the 
program could be reorganized and their attitude toward the reorganiza- 
tion plans of the President and the Secretary of State. I think you 
are going to have the benefit of the best testimony you can possibly 
get on this important subject. 


EDUCATIONAL EXCHANGE PROGRAM 


I am particularly interested in one phase of this. I am going to 
mention that and then give my colleagues a change to testify. I am 
interested in the phase known as the educational exchange program. 
Since World War I, I have had the privilege of taking part in bring- 
ing exchange students here and sending our students abroad. In 
my considered judgment, nothing has done more to bring about 
understanding between countries than having foreigners come here 
and our people go abroad at the youthful age when they are impres- 
sionable. 

When we developed the Smith-Mundt bill, we insisted that, in 
addition to the Voice of America and other methods of interpreting 
America, there should be this exchange program. Almost simul- 
taneously Senator Fulbright conceived the brilliant idea of using 
some of the funds we had in foreign countries, funds that came to 
us from the sale of surplus property abroad, to finance student scholar- 
ships. Senator Fulbright saw the possibility of using those funds 
for bringing students from abroad over here and also sending our boys 
and girls from here over there to study in foreign countries. 

Therefore, I feel very much distressed to see the possibility of 
danger to that program; whatever other criticisms can be made, I do 
not think Senator McCarthy or anybody else can bring any criticism 
to bear on this exchange program which is such an important part of 
our overall information program. 

Senator McCartuy. I missed what the Senator said. 


CRITICISM OF PROGRAM 


Senator Smitu. I said I did not think Senator McCarthy or anybody 
else can bring any criticism to bear on this eachange program. 

Senator McCarruy. I think the idea is good. I think it has been 
run .very badly. We have the record of those selected students. I 
hope to put that in the record. I do not intend to spend any time 
questioning the Senator from New Jersey for this reason: I will hear 
him on the Senate floor in full and the Senator from Michigan said 
he wanted to hear these witnesses today and tonight. I have a great 
number of questions to ask them. For that reason I do not intend 
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to ask the Senator from New Jersey any questions. I know he will 
discuss this in detail on the floor. 

I just mention that the Senator is wrong if he says we have no 
criticism of the way the program has been handled. It has been very 
bad, 

Senator Smirx. I do not want to go into detail because I think I 
would prefer to hear my colleagues who will follow me. The fact 
remains that the amounts for the educational exchange program that 
are found in the current request of 87.9 million dollars for the ITA 
include $8,522,900 in dollars and $8,859,791 in Fulbright foreign 
currencies for a total of $17,385,691. I am advised that if the cut is 
made which the House brought in to $60,000,000, that these figures 
would be substantially cut in half and half of the program that we 
worked so hard to develop would be put in real jeopardy. 

[ leave the matter there with these brief remarks of mine. I 
strongly support the work that has been done by my two colleagues on 
the Foreign Relations Committee and wish to impress the committee 
with the fact we have been very mindful of the difficulties in the whole 
program. Our Foreign Relations Committee has been studying it 
through this very excellent subcommittee of which Senator Fulbright 
was first chairman and then Senator Hickenlooper. I am going to 
yield to them to continue more in detail with their side of the story. 

Thank you very much. 

Are there any questions? 

Senator Fercuson. We appreciate the fact you came here to give 
us your views. 

Senator Hickenlooper. 

Senator McCarruy. May I ask Senator Hickenlooper and other 
Senators who are going to appear, in view of the fact that the chair- 
man wants to finish today and we have a great number of witnesses 
here who have facts to bring forth, | want to hear from these Senators, 
but wouldn’t it be better if they were to sit here and listen to the 
facts and then testify rather than give us their opinion before we 
hear the facts developed? 

Senator Ferauson. | used the expression that the Senator had to 
leave town. I want to change that to say that the Senator wants to 
leave town. 

Do you solemnly swear in the matter now pending before the com- 
mittee to tell the truth, the whole truth, and nothing but the truth, so 
help vou God? 

COMMENTS ON INFORMATION PROGRAM 


TESTIMONY OF HON. BOURKE B. HICKENLOOPER, A UNITED 
STATES SENATOR FROM THE STATE OF IOWA 


GENERAL STATEMENT 


Senator HickenLooprr. I do. 

Senator McCartuy. Where you have witnesses dealing purely with 
opinion such as the Senators are dealing with, I do not think it is 
necessary to have them sworn. I think every witness who deals with 
facts swears to what the facts have been, so he should not have to 
be sworn. 

Senator HickenLoorer. I have no objection to being sworn. I 
earnestly hope my word is as good under oath as it is not under oath, 
or vice versa. 
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Senator Frreuson. The Senator understands the request was made 
and the Senator has no objection. 

Senator HickenLoorrer. Mr. Chairman, I will try not to take up a 
great deal of your time of the committee this morning, but I do want 
to appear here to discuss some of the implications of the actions you 
are called upon to take with respect to H. R. 6200 in which the appro- 
priation is fixed at $60 million for the overseas information program 
of the United States and which represents a cut of some $28 million 
below the budget request. 

| want to express my appreciation for the very generous words 
which the Senator from New Jersey said about our committee; and, 
much as they may be undeserved on my part, they certainly are 
deserved on the part of the Senator from Arkansas who has worked 
on this nonpartisan committee. 


STUDY OF PROGRAM 


I have had the privilege of being chairman of the subcommittee set 
up under special resolution of the Senate for the last 6 months to study 
this information program. Prior to that time it was under the chair- 
manship of the Senator from Arkansas, Mr. Fullbright. 

We completed the major portion of our studies a few weeks ago and 
filed a report which is rather extensive and which is Report 406 of the 
83d Congress, Ist session. 

Senator McCarruy. Could I interrupt there? 

Senator HickENLOOPER. Yes. 

Senator McCarrtay. | have read your report, and I note that you 
recommend against the use of the works of Communist authors in the 
information program. Was that the unanimous opinion of the com- 
mittee? 

Seantor HickenLooperR. The statement in the report was the unani- 
mous opinion of the subcommittee. The subcommittee is used only 
as a matter of convenience. It is a little more than a subcommittee; 
it is @ committee set up by special resolution of the Senate directing 
the Foreign Relations Committee or a subcommittee thereof, plus two 
other members from the Senate, to compose this committee. 

Senator McCarruy. | did not intend to question the Senators. 
| wanted to save the time for the men in the information program, 
but I understand it is your studied opinion, then, that the opimion 
of the committee you should not use the works of Communist authors 
even if they are writing fiction, politics, or regardless of what they 
are writing? 

Senator HickeNnLoopsEr. I can find the statement in the report. 
I do not have the exact page reference here, but | think this is quite 
accurate. We stated that works of Communist authors and Com- 
munist svmpathizers should not be used in any way in our informa- 
tion program abroad which would indicate any acceptance of their 
philosophy by the American people. 


USE OF REFERENCE BOOKS 


My own personal view is that the use of properly selected Com- 
munist reference books as reference books for comparative purposes 
used in such a manner they do not create the connotation they are 
accepted by the American people as sound philosophy or philosophy 
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advocated in this country may well have a place in any information 
library. But they must be circumspectly used and guardedly used to 
be sure they are not used propagandawise against us, and for want 
of a better definition I would say as reference works on a philosophy 
of great intcrest to the world. 

Senator McCarry. So I understand the recommendation of your 
committee, I understand that you feel that the works of Communist 
authors should not be on the open shelves available to the reader, in 
which case they would bear the ostensible stamp of approval, but that, 
if reference works are needed by those in charge of the program so 
they will better understand communism, naturally you have no 
objection to that? 

Senator HickENLoopsEr. I said some time back, in discussing the 
question of attempting to write a regulation or a policy statement on 
the matter, that I felt it was next to impossible to write one that 
would cover the situations in all detail. It was a question of good, 
patriotic, sensible judgment on the part of those who run the program 
and that there was no regulation that could substitute for the sound 
judgment and the sensible conduct of a book-selection program. I 
still think that in the last analysis. 

Senator McCarruy. Let us get down to this in simple terms. I 
think the Senator from Iowa has done an excellent job as head of that 
committee. 

Senator HicKENLOoPER. May I read the exact wording here? 

Senator McCarrtnry. First may I ask you this question? 

I think the statement in your report is a good statement. I do not 
know whether you are qualifying it now or not. You are talking 
about good, sound judgment. It would seem to me good, sound 
judgment would be to the effect we not supply the soapbox for Com- 
munist authors; that if we are looking for a work of fiction, we can 
find them written by someone not a Communist. If we are looking 
for something political, we can find something by an individual who 
is not a Communist. 

I am sure you are aware of the repeated testimony before our com- 
mittee to the effect that every Communist under party discipline is 
bound to try and preach the party line, that the more he can sugar- 
coat it, the less he can make it look like propaganda, the more thorough 
itis. The more he can fool his reader, the more effective the thing 1s. 


DISCRETION OF LIBRARY HEADS 


For that reason I have felt we should not leave it to 168 library 
heads to decide whether a work of a Communist author should or 
should not be used. J gathered that was the position of the commit- 
tee. If it is not, if the committee feels that you should leave it in the 
hands of the various heads of libraries to decide what Communist 
works should be used and what should not be used, I think that 
should be clear in the record. I do not want to argue on it. I would 
like to get his position on it. 

Senator H1ickENLoopEr. I am very pleased to give you my views on 
it. I believe it should not be left up to the individual heads of the 
libraries. 

May I just, to keep the record straight, quote verbatim the short 
paragraph in our report on that subject? We felt inadequate to 
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write a completely definitive set of language that would cover all 
circumstances. We said: 

An adequate cross section of American literature should be provided for a 
better understanding of American life and culture, but writings of Communists 
or Communist sympathizers should not be tolerated in any manner which would 
indicate their acceptance by the American people, 

My personal view on that, and I believe—well, I should not speak 
for the members of the committee on details, but my personal view is 
we should neither subsidize Communists or Communist writers by 
purchasing their books and contributing to their revenue, nor should 
we accept their books - gifts and put them on the public shelves of 
our libraries abroad. I do say that under proper judgment the books 
on the theory of Communism such as Karl Marx and books of that 
kind which are foreign authors, not American authors, but which 
given an opportunity for comparative analysis of the philosophy of 
Communism as against those of what we call the free world should be 
made available for proper student examination and comparison where 
it is needed and necessary. 

Senator Ferevson. Would this be a fair statement, that you 
believe no Federal money should be spent to aid communism? 

Senator Hickentoorer. I think you have stated it completely. 
In fact, we are spending a lot of Federal money to resist it. I do not 
mean to leave any connotation such as the Senator suggested or might 
have in mind. 

Senator McCartuy. May I understand that you distinguish 
between teaching what communism is and teaching communism? 
There is a huge difference. 

Senator HickenLooper. A vast difference. 

Senator McCarrny. You say, Yes, if you want to use books to 
let the people know what communism is, good. But not books by 
Communist authors advocating communism. Is that a fair restate- 
ment? 

Senator HickenLooprr. Will you state that again? 1 do not want 
to get away from my basic views. 

Senator McCarruy. I understand you to say you feel it is perfectly 
proper to have textbooks showing what communism stands for, what 
it is; but you are opposed to any books by Communists advocating 
communism. 

Senator HickenLoorer. That is right. I think we ought to lay the 
bare bones of communism out for comparison with the bare bones 
and the structure of free systems. 

Senator McCarruy. I think that is a sensible position. 


USE OF BOOKS BY STUDENTS 


Senator Hicxen Looper. | think we should make that available to 
sincere students, to sincere people who are searching for the answers 
as towhatisright. If we can show them the weaknesses of communism 
and the shortcomings of the system on their own writings, and if we 
can do it under a circumspect program of real research in aid of finding 
out the truth, I think that is something that will aid us very materially 

Senator McCartuy. One further question, at least one at a time. 
I have a report from the Department of State dated July 1953. 
Referring to page 42, they give the list of the works of Communist 
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authors such as Aptheker, Boyer, Millen, Brand, Bergum, Fast, and 
a sizable number of others whose works were purchased by the State 
Department and put in our libraries overseas. I assume you would 
condemn that practice as being an improper use of the taxpayers’ 
money. 

Senator HickenLoorer.. | would condemn the use of public money 
or the acceptance of private bounty for the putting of fictional or 
philosophical or essay books by Communist writers or Communist 
sympathizers on the public shelves of our libraries abroad as working 
against the interests of the United States and our system which we 
are trving to strengthen and maintain. 

I draw a distinction between placing books of Communist authors 
on the public library shelves of the United States and placing them 
upon our publicly sponsored libraries abroad. I can see more reason 
for permitting the works of Communist authors in one way or another 
on the public libraries in this country because the people of this coun- 
try have a background of freedom. They have grown up with it, It 
has been created and developed and enlarged by the American people. 

We can read quite often a Communist book or a Communist essay 
and because of our background we can pick out the fallacies in the 
thing. When we use libraries abroad, that is supposed to be the 
picture of the United States. When we put Communist writings for 
public distribution in those libraries abroad, we, by connotation, say 
that is a part of the United States, that we believe in these essays and 
these writings. We are sponsoring them in effect. 

Here we know our libraries are free. We know there are all kinds 
of books on various subjects and we take it as a part of our American 
system, but we have a different responsibility abroad. 

Senator McCarruy. I may say to the Senator that our committee 
has not been concerned with the domestic libraries, it has been con- 
cerned only with the information libraries abroad. 


FISHING BOOK CASE CITED 


Senator Magnuson. May I[ ask one question? I do not want go 
get you confused because these definitions are a little bit. evasive. 
Supposing an avowed Communist or a Communist sympathizer had 
written a book, using an extreme example, on the art of fishing, bass. 
Would you bar that book? 

Senator HickenLooprer. It I had the administrative responsibility 
to make the selection or not or spend public money, even though it 
was on the art of any fishing and had nothing to do with political 
philosophy, I would not contribute to that fellow’s revenue or support 
his economy when I know his major purpose is to tear down the 
fundamentals of the United States. If he is a Communist or a Com- 
munist sympathizer, that is fundamental in his philosophy and he 
will take the money he gets from that book and will go out some place 
else to become an arsonist against the system we have. I would not 
support the fellow. 

Senator Macnuson. In other words, you subscribe to what Senator 
Fereuson siid in one sentence: Any contribution of taxpavers’ funds 
to further the financial situation of a Communist or a Communist 
sympathizer has no place in Federal appropriations. 

Senator HickeNLoorer. I think that is correct. 
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Senator Ferauson. That is all, unless you have something else 
Senator HickeNLooper. I had 2 or 3 other things. 
Senator Fercuson. I used fly fishing only because it was brought 
up here. 
USE OF PROPAGANDA PROGRAMS 


Senator HickENLoopER. I want to call this committee’s attention 
to the fact that information or propaganda programs are as old as 
written history. In Biblical times they sent their spies ahroad into 
foreign lands to disrupt the enemy before they attacked with their 
troops. Genghis Khan used them. They were used by the Romans 
and by Napoleon. ‘They have been used by the Asiatic and European 
countries since the dawn of history. It is only in the United States 
that we have not become competent in the art of telling our story. 
Our story, we hope, is a good one. 

Propaganda has been used in the past to conquer people. It is 
being used today in Europe as never before. Today it is estimated 
that the Russians and the Soviet system have well in excess of 1 
million individuals engaged full time in propaganda—or we would 

say information—in an attempt to disrupt and destroy the countries 
of Europe and the rest of the world. The Russians have several 
hundred thousand agents, and whether they be Russian or local 
nationals, they nevertheless are dedicated agents in the Orient today, 
in China, and in southeast Asia. 

It is estimated they probably spend—and this is the roughest kind 
of an estimate—from $2 billion to perhaps $10 billion a year on their 
propaganda and what they call their information program. It is not 


all being used by Russian nationals, but by people who are subject 
to the Communist discipline. 


RESTORATION OF FUNDS 


I am appearing today to urge the restoration of these funds. | 
would not ask that the fund be increased. In fact, our report says 
these funds might be decreased and a better job done. But I believe 
that the funds should be substantial, as recommended in the budget. 

I was a member of the Smith-Mundt committee which Senator 
Smith mentioned a while ago. I took that trip to Europe in 1947. 
That was my first real interest in this whole program. We were in 
21 countries at that time. Later the Smith-Mundt Act was passed. 
I have been interested in it ever since. I have been in a great many 
countries since that time and I have always been interested in the 
effect of the information program, the ‘‘How goes it” chart of the 
United States, what are we doing and what are we not doing. 

I am the first to admit we have made many, many mistakes. Our 
program has not been even very efficient. In some places I think 
the program has harmed us more than it has helped us. In other 
places I think the program has been on the plus side. But that is 
because in my judgment in the past we have had inept and unartful 
administration of this program. We have had many, many good 
people in the program. But generally speaking, it has been a sort of 
a loosely knit thing. It has fallen apart at the seams and the joints. 
It has had bad direction in the field on occasions. It has had bad 
direction in Washington on occasion. The result is that we have 
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not made the progress that we could have made had we been more 
artful in it and had be had the basic training in a propaganda or an 
information program. 

We have had about 6 years’ peacetime experience. We have made 
many mistakes. I do not defend them at all. We have not made 
as much progress as we should, but we have made some progress. 
If time permitted, | think I could go into many instances where the 
effect. of the Voice of America in some cases has been very noble in 
our behalf, where the effect of our information program and the 
things we do in these countries by way of telling the people the truth 
and the facts has been very noticeable and very effective. 


PROPER PERSONNEL 


I am saying to you, gentlemen, that the secret of this program is 
not necessarily dollars; it is personnel. While I am advocating that 
you restore these appropriations, because I think this program is 
essential to the foreign policy of the United States and it is essential 
at this time in the world, what I am saying to you is that if you do 
restore it, it will still be ineffective unless we get adequate and properly 
equipped personnel. 

I have said time and again that the information program as operated 
in the past as a sort of appendage to the State Department has been 
in many cases a dumping ground for inefficient personnel, where they 
did not know what to do with them some place else and they would 
assign them to the information program, people without training and 
experience and using it only as a stepping stone. 

We have had a great many able people here and there but we have 
noticed frustration. This program can be eminently successful, 
depending upon the caliber of the personnel, the administrative 
personnel, that is set up to operate it and the artfulness with which 
the great American skills can be brought to bear on this program. 

We have the greatest skills in salesmanship in the world in this 
country by great orders. We can sell anything through the tech- 
niques we use, but those techniques have not been properly adopted 
and artfully applied to the information program. It therefore be- 
comes the problem of the integrity and the genius of administration 
that will make this successful or not. 

Senator McCarrnuy. May I interrupt the Senator? His committee 
did considerable investigating of the information program. So did 
ours. We did not get into much detail on the duplication of our State 
Department Information Program, the one run by HICOG and the 
MSA. Has the Senator’s committee gone into that any further than 
we did? We just scratched the surface on that. I note HICOG is 
asking for $22 million in addition to the ninety some million dollars 
asked for here. 

Also, the duplication of RLAS, if any. 

Senator HickENLoopER. Our committee went into the situation 
where we became thoroughly convinced there is unwarranted duplica- 
tion in several branches. We recommend that any administration of 
this program consider a centralization of the operation and an elimina- 
tion of any of these duplications. 
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GERMAN PROBLEM 


Germany has a special problem. My personal feeling is that there 
is a lot of lost motion in the German operation and that it could be a 
better operation, although I think in the main it has done a vigorous 
job. 1 have some personal criticism of some things that have gone 
on, but I think again the problem is administrative and that it does 
not go to the question of whether or not we should have such an 
operation. 

I think we should have such an operation but I think it should be 
administered artfully. I think we have, incidentally, just to make 
my picture clear, too many people down around Munich, in that series 
of stations down there. I think the efficiency and results could be 
much better by a better administrative approach there, and so on all 
through the system, but it is personnel and administrative competence 
that is the secret to this thing. 

If we can bring that to bear on this program, we can have many 
times as powerful an impact on the people of the world that we are 
trying to reach, whether they are friendly, neutral, or hostile. 


CHANGE IN PERSONNEL 


Senator McCarruy. Is the Senator convinced there has been 
any substantial change in personnel in the administration of the 
information program of HICOG? I may say in that connection, 
and | am not trying to put the Senator on the spot because I know he 
has not been able to investigate everything, we have been very much 
concerned with the personnel in HICOG. We find men like Klukas 
who were in the case before the old Tydings committee, a man like 
Wolfe, a man like Ewing still running that program. We have 
Conant coming in who says, “To my way of thinking we should have 
a man like Kaghan running it.”’ 

Kaghan was forced out because the State Department Security 
Branch did not feel he was the right man to be there. Kaghan 
admitted he had signed Communist petitions pledged to support the 
Communist candiates. 

Senator HickENLoopER. I had heard the Senator’s statement to 
General Smith. 

Senator McCarruy. The High Commissioner said, ‘That is the 
kind of man I would like to have in charge of this $22 million program.”’ 

While we do not have that under consideration today, it is part 
of the information program. 

1 just wondered whether the Senator would have any comments 
to make on that situation. 

Senator HickeNLooprer. I have no detailed information on the 
Kaghan situation other than what I have read and what I have heard. 
I will say that based entirely upon the statement which the Senator 
from Wisconsin made about that set of circumstances, I would have 
fired him yesterday if those facts were true. I would not keep him 
on this program. But I make no personal evaluation of the matter. 
| have to answer only on the postulates that are put up. 


a 
— 
= 
bo 


—53——39 











608 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


CHANGE IN HICOG PERSONNEL 


Senator MeCarruy. One further question. I know it is getting 
late. Does your committee have any information to indicate there 
has been a substantial change in the personnel handling information 
in HICOG over the personne | who were there last year? 

Senator HickenLooprr. We have no information there has been a 
substantial change. There may have been, I do not know. 

Senator McCarruy. I may say that I agree with the Senator that 
a good information program is badly needed, and if you have com- 
petent personnel in charge, they ean do a great job for America. Up 
until certainly the first of this year that was not true. There has been 
some degree of house cleaning under Dr. Johnson in this country. 
After he got rid of some men, he would sometimes very generously 
express his regrets that the man had gone, but he did get rid of them. 

[ think there has been much less house cleaning in HICOG. The 
only man of any importance they have gotten rid of was Mr. Kaghan. 
‘That was a good step forward. I just wonder what we can do along 
that line. If we appropriate the money, we have lost control. I do 
think Mr. McCloud is doing a good job. He does not have the power 
to order any one fired, but merely to recommend. It is possible the 
committee might want to get Mr. McCloud in executive session and 
find out how many additional people in the information program he 
recommended should be fired on security grounds but who are still 
there. 

Senator HickenLooprr. | do not know about the reorganization 
of the Department within the last few months. It is my belief that 
because of the uncertainty of whether or not this program would 
become an independent agency or whether it would remain with the 
State Department that any realistic reorganization has been next 
to impossible until they know where the chain of command is and 
what the responsibilities of the Director are. 

| believe, for instance, that we should give the Director broad 
discretion in the selectivity of his employees and not go on any 
seniority system or anything like that. 


AVERAGE SALARIES 


Senator MaGcnuson, We are all agreed we are embarking upon a 
selling job for the free world. What. is the average salary these 
people are paid? Do you know offhand? Are they civil service? 

Senator HickenLooprer. At the present time they are under the 
State Department, all of them. There are three supergrades and 
the rest of them are down the line with varying salaries, CAF-10 and 
9 et cetera 

Senator Maanuson. Are they civil service? 

Senator HickeNLooper. There are many eareer people in this in- 
formation program, a number of civil service, and a number of tem- 
porary civil service. 

Senator McCarruy. May I apologize. I have to leave now. 
It is not because I am not interested in your testimony. I under- 
stand we are adjourning after this witness’s testimony and we will 
be in the old Supreme Court chambers. 
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Senator Ferauson. The press will have enough members that we 
will accommodate them in the Supreme Court. 

Senator Maanuson. It seems to me if we are talking about getting 
the best possible type of people that we m ght have a problem in 
regard to salaries. 

Senator HickeNLooper. That is one of the problems. 

Senator Magnuson. In going around, I have found some of these 
people who may be competent people who have no idea what their 
tour of duty is going to be. They have no idea from year to year 
what the program is going to be. Naturally, in their own minds, 
particularly if they have families, the uncertainty of the whole 
thing is present. 

Senator HickENLOopPER. We point that out in our report. First 
the desirability of a more realistic approach to salaries in the top 
positions, a longer tenure of duty, and a more intimate knowledge 
of the histories, and customs, and backgrounds, of the people in th 
countries where they serve. In faet, we recommend that people 
who go to less desirable positions be people who are carefully screened 
to be sure they and their families want to go to those posts for a sub- 
stantial period of time rather than to be in for 2 or 3 years and be 
pulled out. 

Senator Maanuson. Senator Dirksen end I were away up in Indo- 
china. There was one man in this information program, a young, 
able fellow, but in talking to us he said he did not know how long he 
could stay. He said he would get the news 5 days late. With all this 
going on he never knew whether he was working or not. 


STUDENT EXCHANGE PROGRAM 


Senator HickENLOOPER. We try to point out those problems. 
There is one other thing 1 do want to say. In the restoration program, 
in the absence of congressional action that will go into effect in a few 
days, the student-exe hange and persons-exchange program is left with 
the State Department. I am not an expert on this student-exchange 
program. I have read a lot about it and have inquired about it. 
Senator Fulbright will testify to your committee this afternoon. 

I have gone over it with him and Senator Mundt and Senator Smith 
a great deal. I am wholeheartedly of the opinion that the student- 
exchange program is for the long pull one of the most valuable pro- 
grams for the betterment of international relationships and under- 
standings we can have. 1 earnestly hope it is strengthened rather than 
weakened and that the exemption from the operation of the Rabaut 
amendment be adopted. 

I know the administration is very hopeful the Rabaut amendment 
will not apply to this. Senator Fulbright can explain the details, the 
necessity for it, when he testifies. But in advance, knowing what his 
opinions are and what he is going to testify, | want to nee in 
advance if I can the things he is going to say about its operatiors. | 

want to noint out that it is my opinion, also, in the student-exe seme 
and persons-exchange program that the secret is in proper edministra- 
tion, proper selectivity. 
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NEED FOR COMPETENT DIRECTION 


I want to say in conclusion, Mr. Chairman, that this information 
program is a whole lot like a battleship which we may need very 
badly. We may need the battleship but we may from time to time 
have had a bad captain and a bad ¢ rew who could not either operate 
nor fight the ship efficiently. That fact does not warrant us saying 
the battleship is no good, we will sink it and fire the crew; the answer 
is to get a good captain and a good crew that can fight the ship effee- 
tively. That is what we need in this information program. We need 
competent direction. We need latitude and discretion and authority 
in the Director to choose proper people without regard to who has 
worked for the Government the longest. 

I think we need some relief in the higher brackets, a few more 
people with better salaries to attract them to this program. I think 
we need to bring the American art of salesmanship and all its tech- 
niques that have been so successful in building up great businesses 
here, to bring that to this program. 


HIRING AUTHORITY FOR DIRECTOR 


Senator Feracuson. The Senator has been stressing a great deal, 
and I think he is right, personnel both in management and operations. 
Does he feel that because of the nature of this program that it would 
be well to have the previous rule that whoever operates this would 
be able to discharge and hire freely rather than under strict civil- 
service rules? 

Senator Hicxen Looper. I think he should be given great leeway. 
I do not believe in a whimsical hiring or firing, but I think whenever 
that Director finds for the good of the Information Service someone 
should be separated, he should have the authority to do it. 

Senator Ferauson. In other words, if in his opinion the person was 
incompetent, for whatever cause, to perform the duties for the good 
of the service, he shoald be given permission to discharge? 

Senator HickenLooprr. That is right. Again [ may say that as 
a big corporation that has a national sales job to do, they may say 
that our advertising department is not functioning. They are not 
bringing in the sales they should. Therefore, we will abolish. the 
advertising department. 

That is not the answer under modern techniques. The answer to- 
day is to get a good advertising department. 

Senator Ferauson. Try to get men that could do it? 

Senator HickenLoorrr. Yes. If you have bad personnel, you 
could give them five times the money and still they would not have 
the results. 

Senator ELLenpeER. In that connection, is it not also true that 
evaluation ought to be placed on the kind of approach you make in 
different countries? What they are trying to do here is to apply the 
same plan in Columbia as they would in France. It does not apply. 

Senator HickeNLoopeEr. I had not attempted to get into that phase 
of it, but that is the peculiar and unique responsibility of personnel 
operation of this thing. You have got to get people at the top who 
know how to do those things. We have mentioned that in our re port. 
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I have been trying to rush through this. I have a semiprepared 
statement here that was quite long. 1 did not burden the committee 
with reading it. 

Senator ELLENDER. You agree that if the most effective phases of 
this program were adopted, and let the others go, that a lot of money 
could be saved in that way? That is, in the various countries? 

Senator HickenLooper. There is no question about that, »ut again 
it gets down to professional competence as to what is effective. What 
we want is effect. We want to see results in these countries. Mani- 
festly, in several of our activities we are not getting a commensurate 
result for the money we are spending. It is entirely possible that, by a 
reorganization administratively and a slightly different approach, we 
could get a lot more effect even with the same general tools that we are 
using now. 

I earnestly hope that we do not destroy this program. I feel that 
the appropriation as it stands now, as having come over from the 
House with the terminal leave and the separation money that will 
have to come out of this, will cripple this program to where its effec- 
tiveness will not be increased at all but is very apt to be greatly 
diminished. By maintaining the appropriation somewhere in the 
neighborhood of the budget request, we can see about this organiza- 
tion. We can see if we cannot get competent people to run this show 
with some re ao e upon the fact they will have the authority, plus the 
responsibility, for running this show and they will be held responsible 
for the results for the money that is spent. 

I thank you. 

Senator Ferauson. Thank you, Senator, for coming and giving us 
your views. 

We will recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., a recess was taken until 2 p. m.) 


AFTER RECESS 


Senator Ferauson. We will hear Senator Flanders at this. time. 
You may proceed. 


FULBRIGHTSSCHOL ARSHIPS 


STATEMENT OF HON. RALPH E. FLANDERS, A UNITED STATES 
SENATOR FROM THE STATE OF VERMONT 


GENERAL STATEMENT 


Senator FLANDERS. Mr. Chairman, for the record, I am Ralph E. 
Flanders, United States Senator from Vermont. 

My interest in the activities set up under the Fulbright and the 
Smith-Mundt bills has been made stronger by contact with many of 
the exchange students and other people whom I have met both here 
and abroad. Since my committees do not lean to large travel abroad, 
it has been a matter largely of meeting them in this country, and I 
have been very much impressed as a result of meeting these people 
with the good effect, the usefulness of this type of interchange between 
different countries and different cultures. 
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Now I wish to speak particularly to just one point. I wish to speak 
particularly of the impracticality of making annual appropriations 
out of the foreign-country funds for the Fulbright scholarships. I 
have voted in other use and for other purposes. I have voted for 
the principle that counterpart funds should not simply be taken and 
reported but should in effect be passed through the United States 
Treasury by having appropriations made from them and for them 
in appropriation bills handled in and out of the Treasury the same 
as an ordinary appropriation. This type of operation most. certainly 
is not susceptible to effective use on the basis of annual appro- 
priations, and I hope very much that this provision will not remain 
in the bill. 

OPPOSITION TO ANNUAL APPROPRIATION 


So, to sum up very briefly, | am very strongly for the operations 
which this bill supports. I am against the annual appropriation 
feature. 

Senator McCarruy. I do not quite follow you, Senator. I know 
you must have a good thought there because you do rather straight 
thinking. Ido not follow your statement that you should not have an 
annual appropriation. What do you mean? 

Senator FLanpErs. I mean appropriating each year the funds for 
the support of the Fulbricht scholarships. 

Senator McCarray. When would vou appropriate? 

Senator FLanprerRs. Beg pardon? 

Senator McCarruy. How often would you appropriate? 

Senator Fuanpwrs. It should be at least a matter of 2 years; and, 
as for the practical features of the thing, | would be inclined to defer 
to my friend on the right [referring to Senator Fulbright}. 

My interest was aroused in the matter by some young people of 
my acquaintance who were interested in obtaining the support of the 
funds and who were not easy with the thought that it had to come up 
for review before this period was over. 

Senator McCarruy. May I say that you certainly could not appro- 
priate for more than 2 years, because you have a different Congress 
every 2 years. We cannot bind ag incoming Congress. We could 
appropriate for 2 vears in the first year of a new Congress. 

Senator FLANpERs. We do not have to appropriate every year for 
a battleship that it takes 5 years to build. 

Senator MecCarruy. But for a continuing program, Senator, a 
new Congress would have complete control. I am just not arguing 
that you are right or wrong on this but merely point out that one 
Congress cannot bind a subsequent Congress; where you are appro- 
priating for a building or a battleship or something of that kind, you 
have a different situation. 

Senator FLanpers. In a sense we have something comparable to 
contract authorization here which seems to me is just as applicable 
to this as it is to longtime projects under the defense appropriations. 

Senator McCarruy. Your thought is if a student has been selected 
for 4 years abroad he or she should be assured of being able to com- 
plete the 4 years. 
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Senator FLanpers. I am not aware of any periods as long as 4 
years. Even a l-year period might extend over 2 Congresses. 

Senator McCarruy. Thank you. 

Senator Ferguson. That is all. 

Senator FLanpers. That is all. Thank you. 

Senator Frercuson. Senator Fulbright. 


STUDENT EXCHANGE PROGRAM 


STATEMENT OF HON. J. WILLIAM FULBRIGHT, A UNITED STATES 
SENATOR FROM THE STATE OF ARKANSAS 


GENERAL STATEMENT 


Senator Futsrieur. Mr. Chairman and members of the committee: 
I appreciate your committee giving me this opportunity to testify 
because I know how busy you are. I will try to make my statement 
as short as possible. 

First 1 would like to express my appreciation for the statement 
given this morning by Senator Hickenlooper and the Senator from 
New Jersey, Mr. Smith. As you know, Mr. Smith and a member 
of this committee, Senator Mundt, were coauthors of the Smith- 
Mundt Act and Senator Hickenlooper was chairman of the committee 
set up to study the information program. 

I may say | heard Senator Hickenlooper’s statement and for what- 
ever it is worth his statement as to the attitude of the Hickenlooper 
committee certainly coincided in all important respects of which I 
took notice this morning with my own views about the matters 
brought out. 

The members of this committee are familiar with the exchange of 
persons program which is authorized by the Smith-Mundt Act and 
Public Law 584, 79th Congress. 


FURTHER DISCUSSION OF FISHING BOOK 


Senator McCarruy. May L interrupt? Senator Hickenlooper made 
some excellent statements, I thought, this morning and I just wondered 
the extent to which you agree with him. 

No. 1. Mr. Magnuson asked Senator Hickenlooper a question. He 
said if a Communist had written a book on fly fishing, would you be 
willing to put that in the library abroad? I cannot quote Hicken- 
looper verbatim but he, in effect, said he would buy nothing written 
by a Communist writer because if he did he would be supporting that 
Communist writer, supporting him economically and that the money 
ultimately might find its way into the coffers of the Communist Party. 
I would like to reask of you that question that Senator Magnuson 
asked of Hickenlooper: Would you, if you were in charge of the Infor- 
mation Center, purchase books by Communists assuming they have 
no political tinge? 

Senator Fu.tsricut. Well, in general, as I said, I subscribe to the 
statement in the report by the Hickenlooper Committee and I sub- 
cribe to most, well I think everything Senator Hickenlooper said. 
There is this question, however; I do not know how far you can reason- 
ably apply that test. If you want to take an extreme case, I wonder 
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whether or not we are justified in the Government in purchasing a 
generator made by the General Electric Co., an employee of which 
belongs to a union which I am told is infested with Communists. | 
suppose those members of that union draw their pay for working in 
these plants and therefore the Federal Government, I suppose, by 
purchasing the products of General Electric is indirectly providing 
funds to pay the salary of a Communist. 

I do not know how far you can go. He gave an extreme case of 
fly fishing. I think those cases are speculative and I cannot quite see 
their relevance to this inquiry. 

Senator McCarruy. It so happens I think it is very relevant. You 
are here appearing before the committee as a witness and I would like 
to get the benefit of your study of this problem. The question is: 
Would you purchase books by Communist authors? And | would 
like to narrow it down to the question Senator Magnuson asked of 
Senator Hickenlooper. He said: If a known Communist wrote a 
book on fly fishing, would you purchase that book and distribute it 
in our libraries? 

Senator Futprieut. Mr. Chairman, I think I have answered the 
question. I do not think the Senator is the least interested in my 
views as far as developing the merits of this matter. 

Senator McCarrny. If you refuse to answer. you may. I am just 
asking a simple question, whether or not you would purchase such 
books by Communists. You said your views coincide with those of 
Senator Hickenlooper. Senator Hickenlooper said he would not sup- 
port the Communist Party economically, would not buy their books. 
You are here to give us advice and the Chairman consented to have 
you here. 

[ would like to ask you the same question asked of Senator Hicken- 
looper. He did not refuse to answer. 

Senator Futsricur. I said with the assumptions that you make 
that is—if it would actually be a significant contribution to the Com- 
munist cause, of course, I would not buy it, 

The question arises just how far you go and whether or not it is 
actually a contribution to the Communist cause just as in the case of 
the generator. 

GENERATOR CASE CITED 


Do you think we should refuse to purchase a generator from 
General Electric because there may be a Communist who might have 
worked on it and got paid from it? I do not know where you draw 
the line. 

Senator McCarruy. Would you rather not answer whether you 
would purchase the books of Communists? I won’t press you if you 
do not want to answer. 

Senator Futsricur. I would not advocate any policy which would 
make a contribution of any significance at all to the promotion of the 
Communists. I only raise the question whether or not the specific 
example you gave actually does amourt to a contribution to them. 
If it does, I would say we should not do it. Tf it does not I think it is 
a case of an irrelevant, insignificant di minimis case. 

Senator McCarrny. It may be important and may not be but 
Senator Magnuson, a member of vour own party, thought it was 
important. 
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Senator Hickenlooper was very frank in aswering him. I asked 
the question— 

Senator Futsrienrr. It has nothing to do with the Democratic 
Party. I am not approaching this whether it is Democratic or- 

Senator McCarruy. May I ask this, Mr. Chairman? 

Senator ELLenperR. Is Senator McCarthy the Chairman of this 
Committee? 

Senator McCarruy. The Chairman gave me the right to ask 
questions. If you object to the question I will be glad to hear from 
you. 

Senator Frrauson. I think the witness answered the question. 
He said that if it made any amount of contribution, that is significant. 

Senator FuLtpricut. Any appreciable contribution, anything that 
would be considered significant. 

Senator McCarruy. Then I would like to ask the witness how 
much money he thinks is appreciable. I think I am entitled to have 
an answer. 

Senator Ferauson. The Chair thinks he has answered it. 

Senator McCarrny. | will ask the next question. I may say I 
have spent 6 months on this and I think I know a bit about the 
program and when a Senator comes before the committee and says 
he wants to advise us on what we should do, I would like to get his 
ideas so we can evaluate the statements he makes. 

Senator Ferauson. You may proceed. 


DETERMINING APPRECIABLE CONTRIBUTION 


Senator McCarruy. My question is this: You say if it would con- 
tribute any appreciable amount. Let’s say you just buy 50 books 
from a Communist and put them in 50 different libraries. Let us 
assume the Communist only makes 10 cents on each book, a total of 
$5. Would you consider that so appreciable you would refuse to buy 
his books or would you say, well, it is only $5 going to the Communist 
Party, I will buy it? 

Senator FuLtprigut. Mr. Chairman, could I request that I make 
my statement? I would like to get a very simple statement in and 
then I would be willing to engage in this because I may say that this 
particular question about the books is not the main purpose for which 
I appear. 

Senator Ferguson. You may proceed with your statement. 

Senator McCarruy. Will the reporter mark that question and we 
will have it answered later? 

Senator FerGuson. You may proceed. 

Senator McCarruy. Do I understand the witness prefers to make 
his statement and then answer questions? 

Senator Ferauson. That is correct. 

Senator McCarruy. Very well. 


EXCHANGE OF PERSONS PROGRAM 


Senator Futsricut. The members of this committee are familiar 
with the exchange of persons program authorized by the Smith-Mundt 
Act and Publie Law 584 of the 79th Congress which I sponsored. | 
believe this program is one of the most successful activities of our 
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Government in improving our relations with foreign people. I 
emphasize that both these laws—that is, the Smith-Mundt Act of 
1948, I believe, and Public Law 584, constitute a single program. 

I would say they are like Siamese twins. If you separated them 
they would both wither and amount to nothing. They complement 
one another and I always consider them together because of the way 
they operate. 

[It was intended to be that way so that when I speak of the pro- 
gram | am speaking of the program finances by the funds arising from 
the authorization contained in both of those acts, 


HICKENLOOPER COMMITTEE RECOMMENDATIONS 


The Hickenlooper committee after a thorough study of the whole 
field of information and exchange in its report of June 15, 1953— 
just last month—-recommended that the exchange program be ex- 
panded and rated it “as among the most effective instruments for the 
creation of mutual understanding and good will.” 

It also recommended that the overall program on information be 
maintained substantially at the same level that it has had this last 
year. I would be perfectly willing to discuss that aspect but the 
report is available and Senator Hickenlooper made an _ excellent 
statement this morning, I thought. 

This conclusion of the Hickenlooper committee was based upon a 
worldwide survey of many different sources, both governmental and 
private sources, and reflects in my opinion a well nigh universal 
opinion of all those whose opinion was solicited and received. The 
main reason why the exchange program is the best I think for America 
is that the United States is such a fabulous country, it is so un- 
precedented in history that people in other lands simply do not 
believe what we say about America even when what we say is the 
truth. It has to be seen to be believed. 

Besides, we make ourselves, I think, somewhat appear to be brag- 
garts if we really teH them the truth. I am not trying to minimize 
now the program of broadcast and other information media, but I 
think there is a great difficulty involved im actually describing a 
country like America and its purposes because of its very nature. 

I think the best way to enlighten pecple who have grown up in 
Europe and Asia about America is to bring them here and let them 
see for themselves. Then these who have been here can tell their 
fellow countrymen about us and it will be believed. They often will 
not believe an American telling them the same thing. 


RUSSIAN INABILITY TO DUPLICATE PROGRAM 


Furthermore, this is an activity which the Russians have not been 
willing or able to imitate. They can do practically everything 
we do in the propaganda field; they can tell their falsehoods in broad- 
casts as far and wide as we can. As a matter of fact, all the evidence 
indicates they have a much larger organization to do that very 
thing than we have. 

But they have not been willing to open their doors to foreign 
students or foreign observers to come and look the situation over in 
Russia freely and at will. They only permit guided tours, so to speak. 
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So that here is one activity that we have a monopoly on in the sense 
that we can engage in this and they cannot because they are not 
willing to exhibit themselves. ‘Then if we have the kind of country 
that I believe we have and with the merits that I think we have, | 
think we can stand an examination and that the vast majority of 
them go back as advocates of what I think is the real merit of Americ: 
That I think sets this program a little apart. We do not have in 
this problem the problem of trying to describe a situation that is 
almost indescribable because of the vastness and complexity of our 
civilization. Nearly every one | have ever seen—I do not know of one 
personally that has been in America that has not gone back, while 
there may be some things they do not like and differ with, but on 
the whole they believe it is a great country and they want to be our 
friends and want to cooperate with us. This, after all, is the main 
objective of this whole program of information. 

| may add, too, that I know of no experience that is better cal- 
culated to make an American, who goes abroad, really understand * 
and appreciate the best things about America. We take so many 
things oe granted while we are here and among them and close to 
them, and if we never have an opportunity—— 

Senator Tuyr. Would Senator Fulbright mind an interruption 
at that point? 

Senator Frereuson, He would rather-—— 


STUDENTS’ OPPORTUNITY TO OBSERVE OUR METHOD OF LIVING 


Senator Tuysr. I wanted to add to what Senator Fulbright stated 
about the student exchange and foreign students coming to America. 
Last year I had the good fortune of meeting quite a number, both at 
the University of Minnesota and other colleges in the State, and having 
met with at least as many as 12 at one time and discussing the entire 
question with them, I was impressed with the entire accomplishment 
of that program because here were the foreign youth from the various 
countries, they had penetrated to the Midwest section of the United 
States, they had an opportunity to observe our land, our method of 
living, our entire culture and gotten the feeling of our fellowship and 
philosophy, and they were willing to go bac! s home whether it was in 
the Far East or Europe and give first- sill information about us. 
Kor that reason I want to say to the man that conceived this idea, 
Senator Fulbright, that I support vou 100 percent on this and I think 
any major reduction in this portion of the bill would be a mistake. 
I wanted to be on the record with you, sir. 

Senator Futsricnt. I certainly appreciate what the Senator from 
Minnesota has said, and I could say a whole lot more in that connection 
because I have seen a great many of these people. I have been 
following this program very closely, I have attended many of the 
meetings of the Board of Foreign Scholarships and I have interviewed 
personally and also received many letters from a great many of these 
people. 

I was just making the point that I think it is extremely good for 
America, the boys ‘and girls who go abroad, to make them realize 
what they have in the United States. It is difficult to actually ap- 
preciate the advantages one has if you are always accustomed to them 
and you have never seen anything different. 
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But, nevertheless, every American I have seen who has gone 
abroad and come back, while they have found it interesting and 
they feel they have learned a great deal, one thing in common with 
every one of them is, they are certainly glad to get back and they 
appreciate this United States of America a lot more than they did 
when they left. |] always feel the same way every time I go abroad 
even now or in the past. There is something here, but it is difficult 
for anyone to describe it. 

I have never seen anyone, any historian or writer, capable of des- 
cribing to my satisfaction just what it is about America that is great 
and that is the main reason why I like this program. That, I think, 
is the limitation of the other type of information. 


DIFFICULTY OF A DMINISTRATION 


While I think there is much to be done in the other media fields— 
and I would be perfectly willing to attempt to discuss it—I do not by 
any means want to leave the impression that the exchange program 
ought to occupy the whole field or that there are not limitations to the 
size of it. It reaches the point where the administration of it becomes 
so difficult that I do not think you can expand it indefinitely and I am 
not advocating that, but I think the level which it has reached as of the 
present time is such that it can be handled efficiently and is being 
handled efficiently and should be maintained. If it is as effective as | 
believe it could be, I think it ought to be maintained and that is what 
I am really here advocating this afternoon. 

I know of no responsible person acquainted with the facts who 
wishes to destroy and terminate this program. I do not believe this 
committee wishes to destroy or cripple this program, but it is my 
conviction that if the foreign credits made available under the au- 
thority of Public Law 584 are not exempted from the operation of 
section 1415, Public Law 547, 82d Congress, the so-called Rabaut 
amendment of 1953, that this program will be destroyed. 

Mr. Chairman, if I may depart from my statement a moment to say 
a word about that because I thoucht the exchange a moment ago 
would call for some clarification 

Senator Fercuson, Very well. 

Senator FuLBriGHr. What happened is this amendment, commonly 
called the Rabaut amendment. was adopted ia a supplemental appro- 
priation bill late in the last session just before we adjourned for the 
conventions at Chicago. The matter was not called to my attention 
at that time. I do not think anyone connected with this program was 
aware of the significance of it. The first I heard of it was this January 
or February, early in this session, that the Rabaut amendment had 
been applied. 

EFFECT OF AMENDMENT 


What that amendment does—] may say I discussed it with Con- 
gressman Rabaut of Michigan. He told me he did not intend it to be 
used to destroy this program at all. that the principal objective he had 
in mind in inserting that amendment was the control of the expendi- 
ture of the counterpart funds which arise from the MSA program — 
that is ECA and MSA program —and I think that as applied in that 
field there is justification for it. But I think the circumstances of that 





2 Sei tnd alin 


eae 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 619 


program are quite different from this one and that there is no reasoa 
for it to be applied in this program. 

What that amendment does is to require that the expenditure of 
any foreign credits, that is very broad language is why it happened 
to be applicable to the funds arising in this program. Any of these 
funds must be made available in pursuance of annual appropriations. 
The reasons why this program cannot function under the Rabaut 
amendment in here is the nature of the activity. The planning and 
execution of a program involving hundreds of human beings in 26 
different nations is not at ail similar to the purchase of materials 
or weapons or real estate. When you realize tLat here are 26 different 
countries participating and there are hundreds of people to be screened, 
examined, appointed, and placed in schools, approved, and so on, it 
is along process. You cannot all of a sudden after an appropriation 
has been passed, go through this operation. The normal length of 
a cycle from the time it started, from the time it is initiated and 
started in a particular country and they are all similar, is about 2 
years. 

| have the details about it, if the committee is interested in details. 
I do not want to bore the committee with a lot of administrative 
details, but if you are interested I can attempt to — it. There 
are other people here who are actively in charge of who know 
more details than I do. 

Senator Tuyr. Would it take too many minutes to take one spe- 
cific student and give a detailed sketch? 

Senator Futsriacut. | will give a sketch and if there are further 
questions we will go into them. 

Senator McCarruy. May I interrupt? 

| think whenever a Senator wants to be heard he should be heard. 
However, | would suggest the Senator not cover matters he can 
cover on the Senate floor. We have about ten witnesses who have 
been working with the program, all phases of it, whe are here prepared 
to give us facts under oath. 

senator THye (temporarily presiding): Senator McCarthy 

Senator McCarruy. May I finish, if you do not mind? 

Senator Taye. I do not mind but you asked for a question and | 
intended to have the answer. 

Senator McCarruy. Senator Ferguson savs he wants to finish 
this today. 

It will mean long into the night and I merely ask the Senators who 
are here to stick to things that they feel they can not cover on the 
Senate floor. 

Anything they feel they cannot cover on the Senate floor we certainly 
should listen to them here. 

Senator Ture. Senator Fulbright, just give me a rough sketch 
of what you do on one student, for instance. 


BRITISH PROGRAM 


Senator Futsricur. To take as an example the program in Great 
Britain. The program for that country is recommended by the 
Board, or commission, in Great Britain, somewhere in March or April 
of this year as an example. That comes over here to the Board of 
Foreign Scholarships and they approve it. In the early days there was 
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a good deal of difficulty. Now they have worked out principles which 
they understand pretty well. The program is announced and the 
number of participants, we will say it is 200 as an example, are to be 
given for Great Britain. The notices of the opportunities go out, you 
see, about this time of year, and the closing date will be along in 
October for the selection of students, the closing date for application. 
Then there are 8 or 10 thousand applicants. Then the screening of 
those and the evaluation and final selection begins along in the 
late fall, we will say in November and December, and that is not 
completed until spring then for the coming fall, that is for the fall of 
1954. 

The program initiated with a country like Great Britain in the 
early spring of this year, the student will not finally go to Great Britain 
until the fall of 1954 and then, of course the normal course of study is 
one year. That is a normal cyele. 

Senator Ture. I thought it would be well for the record to have 
that explanation because many are not acquainted with it. 

Senator FuLspricut. We can give you the full details, either in 
written form or people are here ready to testify. 

I have memoranda on this subject and many details and am per- 
fectly willing to go into it as far as the committee would like. 

Senator McCarruy. Is the Senator ready to answer questions or 
does he have a further statement? 

Senator Futsricutr. Mr. Chairman, I do not know what the pro- 
cedure in this committee is. I would be perfectly willing to answer 
questions from all the members except the Senator from Wisconsin, 
who I am clear is determined to destroy my testimony. I will answer 
his questions after I am through. 

Senator McCarruy. Mr. Chairman, I ask that this witnmess—— 

Senator Fercuson. Go ahead. 

Senator McCartruy. May I say this to the Chair, that he allow this 
witness to do that with the understanding that I have to go to the 

Senate floor for a short period of time on a bill involving the Menomi- 
nee Indian claims. I do not want the witness to disappear while I am 
gone. 

He is reluctant to answer quesiions. 

Senator Fercuson. Mr. McCarthy. 

Senator McCartruy. May I finish? 

Senator Fercuson. There is no justification for saying the witness 
might disappear. 

Senator McCartruy. May I make a request of the Chair? 

Senator Fercuson. Yes. 

Senator McCartuy. The witness said he will answer questions of 
all Senators except myself during the course of his dialogue. That is 
agreeable to me. I merely ask the Chair this: That if he prolongs 
this so that I am on the Senate floor that he be asked to remain until 
I come back because I do have questions which I am going to insist 
that he answer. 

I think that is a reasonable request in view of the fact that the 
Senator is so reluctant to answer my questions. 

Senator E.tenper. Mr. Chairman, in that connection I thought 
the Senator from Wisconsin said he did not desire us to go into 
anything that could be discussed on the Senate floor. Certainly the 
questions he is about to propound to the distinguished Senator 
from Arkansas could be brought out on the Senate floor. 
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FUNDS FOR PROGRAM 


Now I want to ask the distinguished Senator this question: As 
I understand under this bill foreign currency available for the educa- 
tional exchange program without dollar purchases amounts to 
$8,859,791, am I correct in that? 

Senator Fu_tsricur. That is correct. When I say ‘available’ I 
may say that is what the various programs add up to. 

Senator ELLENDER. What I want to lead to, Senator, is this: 
How many dollars are being appropriated for this program other 
than those indicated— 

Senator FrrGcuson. Senator Ellender, the Senator did ask to com- 
plete his statement, and if we could, all of us, let him now complete 
his statement——— 

Senator ELLENpDER. I understood he had. 

Senator Futprienutr. No. I have a little more. 

Senator ELLENpDER. | am sorry. 

Senator Futsrieutr. On that point the requests this year were for 
$8,525,900, for the Smith-Mundt Act according to the figures I have, 
and the foreign currency was $8,859,791. 

Senator ELLENDER. Without dollar purchases, that currency is to 
be used— 

Senator Futsrient. Under the old program without any dollar 
appropriation, the way it has always been. 

Senator ELLtENpER. How much in addition to that are we asked 
to appropriate that is to be taken out of the Treasury, dollars? 


EFFECT OF EXEMPTION FROM RABAUT AMENDMENT 


Senator Futsrienr. If the Rabaut amendment is, if we are ex- 
empted from it—and it never applied to us up to now—that $8,859,000, 
there is no appropriation necessary for that. 

The original basic law authorizing this program was based on the 
assumption that here are credits in these various countries which we 
are not at all likely to collect. It authorizes the Secretary of State 
to allocate these credits for this purpose. 

Of course, it is with the approval of the Treasury, the Treasury 
is asked for this certification with due regard to the convertibility of 
these credits, and so forth, 

Senator McCarruy. Mr. Chairman. 

Senator Futprigutr. Now that is the way it has always operated 
heretofore. So that the appropriation of that amount would not 
appear in this bill at all if you adopt the exemption from the Rabaut 
amendment. 

Senator McCarruy. Mr. Chairman. 

Senator Exuenper. I understand that perfectly and that is what 
prompted me as a Member of the Senate, to ask what was to be used 
on the foreign countries. 

Senator FuLsrieut. Yes. 

Senator Exuenper. But I understand to protect the work of this 
program it is necessary to also appropriate dollars. 

Senator FuLsriexut. That is correct. Under the Smith-Mundt Act. 

Senator McCarruy. Mr. Chairman. 

Senator Ferguson. Mr. McCarthy. 








622 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


Senator McCarruy. Mr. Chairman, if questions are to be asked 
the witness before be finishes his statement, I do not think I should be 
precluded from asking him questions, as otherwise he surely can say 
“my statement is not finished.” 

If he wants to finish his statement he should be allowed to do so. 
If some Senator is going to ask questions then I can insist upon the 
same right to question him. 

Senator ELLeNpeER. Very well, I withdraw the question. 

Senator Ferauson. Complete your statement. 

Senator FuLsricut. To complete that particular thought, it is my 
understanding, and I say there are experts on these details—my 
understanding is there was $6,409,000 asked under the authorization 
of the Smith-Mundt Act to supplement the foreign credits which I 
mentioned. ‘The only additional item which should properly be con- 
sidered in trying to evaluate your overall cost would be an item for 
support as they call it. That is their proportionate part of the sal- 
aries in the Department here. We call it the overhead which is 
allocated as you know for this program. That was in the neighbor- 
hood of 2 million. ‘That would be dollars. In round numbers, it is 
somewhat 50-50 as between the Smith-Mundt and the foreign credits. 
It is not exactly. There are a few more dollar equivalents in foreign 
currencies than in dollars themselves but that is a fair picture I think. 
So that your dollars—if you did not have these foreign credits, your 
dollars obviously would not go half as far. But that is not the only 
significance of this arrangement. 


ENTHUSIASTIC PARTICIPATION 


One of the most important aspects I think aad the most important 
one to the success of the program has been the participation in it, the 
enthusiastic participation, of these binational commissions in each of 
these 26 countries. I may say to explain a discrepancy that may 
occur to vou there have been 28 executed agreements but 2 of them are 
not functioning, so I shall call it 26 active. 

China and Korea are, for obvious reasons, not functioning. 

Senator McCarruay. Mr. Chairman, I have to go back to the floor 
very briefly. 1 will be back and I will have some questions to ask 
the Senator. 

Senator Fu_rricur. So that I would say the aspect of this pro- 
gram which has enlisted the support and gives the assistance and 
participation of some of the leading citizens in each of these countries 
is one of its most valuable assets. 

lt is not considered solely a propaganda activity of the United 
States. It is considered a mutual arrangement for the exchange of 
people and we try to keep it in balance, about the same number of 
Americans going abroad as foreigners coming here. It is not exactly 
in balance but we shoot at that and we would like to keep it that way 
because in both cases there are crowded conditions and we feel it 
would not be fair to ask someone to take a lot of our students without 
taking theirs. That is the theory and it approaches that. 

The voluntary and enthusiastic work of dozens of the outstanding 
citizens of the 26 countries will be lost if the Rabaut amendment is 
applicable. 
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The reason I say that is I think they will lose the sense that they 
have any control over it or play any part. You take England where 
I recently visited for a few lectures in connection with the seminar 
under this program. The vice chancellor of Cambridge University, 
London University, and the top professors out of Birmingham Uni- 
versity gave a great deal of their time in serving on the Commission 
in England. One of the Assistant Secretaries of State, corresponding 
to ours, is the member of the Commission. 


BINATIONAL COMMISSIONS 


Commissions are binational, the same number of Englishmen and 
Americans serving with the honorary chairman being the American 
Ambassador and they are responsible for the development of the 
program within the country, they make recommendations. 

The final authority of course on all these decisions is the Board of 
Foreign Scholarships, the Presidential! Board in this country, but 
naturally in the normal course of events they accept to a great extent, 
the recommendations of these Commissions. 

The outstanding feature has been the functioning of these commis- 
sions because you get the responsible, intelligent, and enthusiastic 
people in each country giving of their time. They are not a paid 
board, they serve voluntarily. In each case there are local American 
businessmen representing some of our companies who serve on these 
boards. 

The Rabaut amendment is inconsistent with the 26 agreements 
which our Government has made with other nations under the express 
authorization of the Congress. I think this is a very serious reason. 
All these agreements have been executed after great trouble and 
thought. In some cases it has taken as long as 2 vears. In the 
beginning when they were not familiar with it they did not know 
what we were up to. Some of the countries thought we were trying 
to put something over on them. None of those contemplated “ ing 
subject to an annual appropriation of these funds. They think it is 
controlled and it was intended to be controlled by those agreements. 
They agreed in these contracts with us to make available these forei ign 
cre dits. 

USE OF CREDITS 


You must remember that this Congress, this country, cannot make 
use of these credits except in pursuance of an agreement that they, 
the other country, make them available. It is not like having dollars 
in your own coffers that you can control. We can control them only 
to the extent we can induce them to make them available. It is 
somewhat like the First World War debts. That experience is one 
of the reasons it occurred to me as to why this system might be 
beneficial. There we were never able to collect them and for one 
reason or another they dragged along and as you all know we did not 
get anything out of them in the main. 

Senator McCLetian. Do I understand that to mean credits we 
have over there we cannot use unless they consent to it? 

Senator Fu_tsrigur. That is correct. Not only these but. any 
credits. 

Senator McCLe.tuan. Any credits? 
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Senator Futsricur. In pursuance of agreement. We cannot 
write a check on it. 

Senator Fereuson. They control their currency. 

Senator Futsrieur. They control their currency like we do ours. 

Senator McCuietuan. I understand that. They should not say 
how we spend the money after we collect the debt. 

Senator Futsrient. These currencies in the main are not con- 
vertible, they are not convertible in the open market, they are not 
convertible to dollars. When it comes to their agreeing for you to 
use it in every case it is subject to agreement. 

We reserve 10 percent of the counterpart by express agreement. 
I think we raised it to 10. It was 5, it is either 5 or 10, but all the 
rest is subject to mutual agreement. 

You have to agree. 


SURPLUS PROPERTY CREDITS 


Senator ELuenper. Sales of surplus property? 

Senator Fu.tsricur. It is the surplus-property credits which are 
the funds which are primarily concerned here. 

Senator McCuie.uan. I want the difference. 

Senator Fu_trricut. They arose from a different source. There 
were no agreements covering what could be done with them except 
in a very limited sense. In the case of Great Britain as I recall it, 
they consolidated there the settlement of the lend-lease and surplus 
property in one settlement and in round numbers it amounted to 
some $600 million equivalent but they had no dollars to pay it. It 
resulted in simply a credit being set up on their books. They agreed 
that they owed us that amount, you see. At that time they agreed 
that 50 million—and when I say million it is always the equivalent in 
pounds—set up for this and other purposes. That is, educational 
purposes, purchase of real estate. Certain defined purposes and 
limited amounts. There is nothing we can do with the remaining 
550 million except by a further agreement to get them to agree to 
make available X amount for any purpose. You cannot draw on it. 
You have to get them to agree to give it to you. 

Senator ELLenprer. As a matter of fact, you can insist all that 
money be spent in the United Kingdom? 

Senator Futpricut. Sir? 

Senator ELLENDER. I say they could insist that all those proceeds 
be spent in the United Kingdom. 

Senator Futsricur. They could or they could say our budget is 
such now we just cannot make any available. They were very re- 
luctant to make this available in many countries. They said i 
would upset our economy, our budget is out of balance, and so forth. 
Each of these agreements is a special agreement, although there are 
certain factors that are common to all of them. I have some examples 
here if anyone would like to see one. They are similar but not exact. 

Senator McC.e.ian. In other words, they owe us money? 

Senator Futprient. Yes, sir. 

Senator McCueiuian. That is what it amounts to, yes; isn’t it? 

Senator Funrrient. Yes, sir. 

Senator McCue tian. They have their own currencies, of course? 

Senator Futsrieut. Yes. 
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Senator McCie.ian. That they say well, we admit we owe you 
but presently we cannot pay it, we have to use this currency for some- 
thing else? 

Senator Futsricur. Yes, sir. 

Senator McCLe.tan. So it means just like someone who owes you, 
he has to keep operations; he says I cannot pay you now but I will 
let you have this much. 

Senator Futsricutr. That is right. 

Senator McCLe.ian. For a certain purpose. 

Senator Futsricut. Presisely that is what happens. 

Senator McCue ian. That simplifies it into practical statements 
so we can understand it? 


TIME LIMIT OF AGREEMENTS 


Senator Futspricut. That is exactly what happened. Now we 
made the agreements, some of them for 5 years, some of them for 
10 years and some of them an indefinite term. In Australia, for 
example, they were very keen on it and we thought the simplest way 
was to set aside the amount—I think it was 5 million, equivalent, 
always remember, it is in their own currencies, none of it is in dollars— 
in a trust fund. In that way they invest in their own securities and 
say you can draw on that so much a year for the whole period. Others 
say for 5 years. I have got a complete list on that if the committee is 
interested. 

Senator Ferauson. Can you make it part of the record? 

Senator Futsriert. Yes; I have it right here. Some are 3 years, 
I notice, paid in full by foreign government and on fee deposit; 7 
countries did that. Of course, it was in their own currency. They 
range from 3 years to 5 years. It was contemplated that if they 
approve of the program, if they think it is a good program, at the end 
of 5 years they will extend it. 

But my point is, and I finally and firmly believe this, that if we 
completely change the fundamental character of the program in this 
way, that makes the whole thing subject to appropriation here, then 
these countries will feel they have lost control of it. It is no longer 
a binational, mutual undertaking and I do not know whether they 
will extend it or not. Legal counsel in the State Department believes 
we would be forced to attempt to renegotiate each 1 of these 26 
agreements in view of the Rabaut amendment if we are not exempted 
from it. 

That is the legal opinion of the lawyers of the State Department. 
It is a very serious one, I think. 

Nobody knows what attitude they will take. We do know we will 
have difficulties. All kinds of problems arise. 

Such things as taxation, applicability of local laws, and so forth, 
and it is not easy to get agreements with all these countries. 

I cannot overemphasize the significance of that. These are the 
reasons why I say I think it would result in the destruction of this 
program. 

RABAUT AMENDMENT NOT APPLYING 


There is nothing in the legislative history of the Rabaut amend- 
ment to indicate it was intended to apply to this program. There 
is not a word, in the whole history of it in either House, of mention 
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of its application to this. As I told you, I spoke to Congressman 
Rabaut and he said he had not thought of its application to this. 
It is my opinion that it was intended to bring under control the ex- 
penditures of MSA counterpart funds, which is a problem quite 
distinct from the surplus-property credits utilized in the exchange of 
persons program. 

The present procedure is that these funds have always been brought 
before this committee—in both Appropriations Committees. It is 
stated exactly what they intended to do with it as a part of their 
regular request under the Smith-Mundt Act. 

That has been true for 3 vears and then under the original law the 
complete and detailed report of what was done is filed with the Con- 
gress every year giving all the details. One was filed this year and 
has been every vear. 

There is no lack of control or knowledge about how this money is 
expended. Full and complete accounting to Congress has been made 
of all funds expended under Public Law 584, therefore the application 
of this amendment is not necessary to give the Congress complete 
knowledge and control of the program. 

Finally, since the program under existing procedure has been suc- 
cessful and universally approved, | can see no reason to disturb it and 
risk its destruction by the application of an amendment which I 
believe was not intended to apply to it in the first instance. The 
President of the United States, the Hickenlooper committee, the 
United States Advisory Commission on Educational Exchange and 
the President’s Board of Foreign Scholarships have all recommended 
that this exemption be enacted by the Congress. 


PROPOSED AMENDMENT 


Mr. Chairman, I had drawn an amendment which conforms to the 
recommendation of the President but was deleted by the House. It 
was mentioned earlier today in the testimony of the Under Secretary; 
it is my opinion that it conforms precisely with the recommendation 
of the President. It has been approved by the legislative counsel and 
1 offer it for the consideration of the committee. 

It is very simple. There is only one point I might mention. Legis- 
lative counsel recommends that this one amendment put in the place 
suggested covers the point for both of the provisions in the bill 
which would require it otherwise. 

I mean it is simply trving to put in one place, accomplish the 
purpose by | amendment, rather than 2. 

Senator Frereuson. Page 37, line 20 before the period insert a 
colon and following: 

Provides further that this section 1415 of the act of July 15, 1952, shall not 
apply to foreign currencies or credits utilized under section 32 (b) (2) of the 
Surplus Property Act of 1944 as amended. 

Senator McCLe.tian. What page is that? 

Senator Ferauson. Page 37, line 20. I am afraid it would be legis- 
lation. 

Senator Futsricut. That section to which it is attached is legis- 
lation. 

Senator Ferauson. Did the House put it in? 
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Senator Fu_sricur. The House put section 1213 in this bill and 
this is the proviso on that section. 

Senator Ferauson. We could act on it. 

Senator McCuievian. This undertakes to amend a legislative 
provision and the House placed it in the bill. 

Senator FrerGcuson. It does not take a two-thirds vote. 

Senator Futsricur. That is what our legislative counsel believes. 

Senator McCLELLAN. It would be germane to the legislation. 

Senator Fu_sricur. I may say that the original Rabaut amend- 
ment was also an amendment similar to this in an appropriation bill. 

Senator Ferauson. The House can do that and the Senate cannot 
do it except by a two-thirds vote after suspension of the rule but this 
is an amendment to the legislative provision and can be done. 

Senator Futsricur. That is my understanding, Mr. Chairman. 

Senator Munpr. I would like to inquire whe:her, if we acopt that 
amendment, it is still necessary to appropriate the $8,859,000, or 
whether the exemption of the amendment will make that operate 
automatically? 

EFFECT IN EDUCATIONAL PROGRAM 


Senator Fu_tsricur. It is my understanding it is not necessary to 
then appropriate that $8,800,000. 

Senator Munpr. Have you been able to arrive at any determination 
of what would happen to the educational exchange program if the 
House figure of $60 million prevailed? We have nothing in the pro- 
ceeding before us to indicate where those cuts would be made, how 
they would affect any specific function of the IAA program. Have 
you been able to get any information on that? 

Senator Futpricxt. | have requested that information. I am not 
competent to prepare it. No one has been willing or able to make a 
determination about it, but I have an estimate for whatever it is 
worth as to the probable result of the cut. I submit it for the record 
if the chairman would like it. 

Senator Munptr. What would it show? 

Senator Ferauson. Off the record. 

(Discussion was continued off the record.) 

Senator Munprt. Six million, and what does it show for the educa- 
tional exchange program? 

Senator Futsrieur. It is a table. The total requested, including 
everything, is $17,385,000. Then it shows the result of the cut of 
38 percent and gives that amount, $6,606,563, and the total remaining 
is $10,779,128. Now on this page, I do not want to, or do not know 
whether you w vant to take the time to read it—it seeks to analyze the 
effect on the number of grants if the amount of the House cut is left 
standing. That is what the Senator is asking, I believe. 

Senator Munpr. On the table we have from the State Department, 
it is recommended Educational Exchange Service, and the request is 
$6,409,000? 

Senator Futsricut. That is correct. 

Senator Munpr. That is based on an $87,900,000 overall budget? 

Senator Futsrienut. Yes. 

Senator Munpr. And the House gave a flat $60 million without 
any indication where the saving was to be made? I wondered if you 
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could ascertain what the Department of State proposes to do to the 
$6,409,000 at the $60 million level? 
Senator Futsricur. Well, that is what this table purports to do. 
Senator Munpr. You are talking about $10 million? 


EFFECT OF 38-PERCENT CUT 


Senator Futpricur. That is the total. They did not break down 
the $6,409,000, which was just the dollars requested under Public 
Law 402. It was reduced from $8,525,900 to $4,320,360. That is 
the effect of the 38-percent cut. No one knows what they will assign 
to this specific program. It is $60 million now. However, if the 
administration has complete l2eway, it may be more or less. No one 
has made such a determination. This is an estimate, I think, based 
on a pro rata cut. 

Nobody knows whether it will be pro rata. 

Senator Ferguson. The Comptroller may have figured out, if they 
only got $60,000, what he would do with the money. 

Senator Futsriesr. There is nothing definite. As I understand 
it, it is a very tentative estimate, and I asked for the same thing 
the Senator asked for, and that is what I got. 

Senator Munpr. If we should give the whole $6,409,000 to the 
Educational Exchange Service, even—well, I would like to find some 
method of specification as to certain operations the amount of money 
to be used. 

Senator Futsrieur. I agree with him in that sentiment. 

Senator Munpr. I talked with Mr. Wilber, budget director, as 
you suggested; and he is trying to get a breakdown of what would 
happen under the House $60 million level for all these operations; 
and then we will have some basis to operate in making amendment 
for increased funds. 

Senator Futsricgur. Do I understand I have permission to offer 
for the record this table showing the various countries, and so forth? 

Senator Feracuson. Yes, sir. 

(The table referred to follows:) 
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Status of foreign currency to carry out the purpose of Public Law 584 (the Fulbright 


Act) 
renure Expiration 
Country Amount of Annual Date of of agree- date of 
¢ prograni limitation igreement ment : a 
agreement 
(years) 
1. Foreign currencies to be drawn down 
as and when requested by Secre 
tary of Stats 
Austria $1, 250, 000 $250,000 | June 6, 1950 5 | June 6, 1955 
Belgium 3, 000, 00 150,000 | Oct &, 1948 2 | Oct 8. 1968 
Denmark 900, 000 180,000 | Au 23, 1951 5) A 23, 1956 
Finland 1, 250, 000 250, OOO Tuly 21, 1952 5 Int 1.19 
Germany 5, 000, OOF 1, 000, 000 July 18, 1952 5 July 18, 195 
Greece 2, 000, 000 400, 000 Apr. 23, 1948 5 Apr. 23,1 
Italy 5. 000. 000 1,090,000 | Dee. 18. 1048 F Te 18. 1953 
Japan 4, 750, 000 1, 000, 000 Av 2n 105 5 Aug 1955 
New Zealand 2, 300, 000 115,000 | Sept. 14, 1948 20 | Sept. 14, 1968 
Norway. 1, 250, 000 250, 000 May 25, 194) 5 May 25, 1954 
weden 110, 000 60. 000 Ne 19, 1952 9 N » 1954 
Thailand 2, 000, 000 220, 000 July 1, 1950 5 July 1, 19 
United Kingdom 5, 000, 000 1, 000, 000 | Sept. 22, 1948 5 | Sept. 22, 19 
2, Paid in full by foreign government 
and on deposit in U. 8, Treasury 
Ceylon 364, 124 122,124 | Nov. 17, 1952 $ | Nov. 17, 1955 
Egypt 1, 500, 000 400, OOO Nov. 3, 1949 2 § Nov 1054 
France... 5. 000, 000 1, 000, 000 Nov. 22, 1048 ; N l 
India 1. 750. 000 100). OO Fet 2? 195 } 2 5 
Iraq 700, 000 140,000 | Aug. 16, 1951 5 Au 16, 1956 
Pakistar 1, 250, 000 250, OOO Sept. 23, 1950 23, 1 
Union of South Africa 5, 000, 000 1, 000, 000 | Sept, 22, 1948 5 ept. 22, 1953 
3. Transfers made to U. 8. Government | 
each vear 
burma 3, 000, 000 200, 000 | Dec. 22, 1947 15 | Dec. 22, 1962 
Netherlands 5, 000, 000 250,000 | May 17,1949 20; M 17, 1969 
Philippines 2, 000, 000 200,000 | Mar. 23, 1948 10|M , 8 
4. Special trust account paid by foreign 
government and invested yearly 
for benefit of program: Australia 5, 000, 000 500,000 | June 6, 1950 10 Ju 6, 1960 


| Overall average, $200,000 for 5 years. 
? Overall average, $400,000 for 5 years. 


3 Overall average, $350,000 for 5 \ ears 


Senator Futsricut. Also here is a short memorandum that adds 
further details that will save time. 

Senator Fercuson. Yes. Make that part of the record. 

(The memorandum referred to follows: ) 


EXEMPTION FROM RABAUT AMENDMENT OF FOREIGN CURRENCIES AVAILABLE 
Unper Pusric Law 584, 797TH CoNnGREss, FoR THE EpucaTionAL EXCHANGE 
Pro¢ RAM 


The Rabaut amendment to the Supplemental Appropriation Act of 1953 
provides that foreign credits owed to or owned by the United States will not be 
available for expenditure, except through annual appropriation. 

Although the amendment was designed to afford congressional control over the 
expenditure of MSA counterpart funds, it has been held to apply to foreign 
eurrency funds under the exchange of persons program authorized by Public 
Law 584, 79th Congress (the Fulbright Act). 

This act amended the Surplus Property Act to provide that a portion of the 
foreign currencies acquired by the United States through the sale of surplus 
property abroad might be used for educational exchanges. While these foreign 
currency credits were ‘‘acquired’”’ by the United States, they were not convertible 
into dollars and their use for United States purposes depended upon agreement of 
the foreign country involved. The Congress, therefore, specifically authorized 
the Secretary of State to enter into agreements with foreign countries for educa- 
tional exchange programs. Twenty-six such country programs are now in 
operation. 

The act itself provides for adequate review and control. It provides. for 
limitations on the amount of foreign currency which may be expended in any one 
country. It requires that the text of all agreements entered into and all expendi- 
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tures in each participating country be reported annually to the Congress. In 
addition, the annual budget estimates of the Department of State have shown in 
great detail the proposed expenditures in each country. These controls have 
been completely adequate. 

This program and that provided by the Smith-Mundt Act have been mutually 
complementary. Through the use of the foreign currencies most of the expenses 
of American students abroad have been paid, as has the travel of foreign nationals 
to and from the United States dollar expenses of foreign nationals while here, 
and of programs in countries where the United States has no surplus property 
credits, have been paid from appropriations to the Smith-Mundt Act, various 
special acts, and private sources. 

The value of the exchange programs has been attested by the Hickenlooper 
committee, which recommended their expansion, by President Eisenhower, and 
by many others. 

A survey for Time magazine reported that the cabinet ministers of 54 U. N. 
countries showed they considered the exchange of students and visitors the 
most effective means of increasing the flow of information between nations. 
“Such exchanges were far out in front in every country’’, the report said. 

One factor which has made the program successful is the acceptability it has 
gained abroad through its binational character. In each participating country, 
a binational foundation has been established, composed of an equal number of 
Americans and foreign nations, with the American Ambassador as chairman. 
These foundations supervise the program in each country. 

If the provisions of the Rabaut amendment are applied to the exchange program, 
the following will result: 

1. This Government would be compelled to try to modify every agreement 
now in force. This would be necessary because the funds would henceforth be 
subject to annual appropriation by the Congress. Such a provision was not 
foreseen or included in the executive agreements negotiated by this Government 
with the participating countries, or by the original legislation which authorized 
them 

2. Such attempts to modify these agreements would place the United States 
in the position of seeming to withdraw from commitments undertaken with the 
authority and consent of the Congress. They would undoubtedly create an 
adverse reaction in the other participating countries and could weaken the 
cooperation of the other governments involved—cooperation which was prompted 
in the first place by the long-term, binational participation which was one of 
the original inducements for their concluding such agreements with this Gov- 
ernment, and which is one of the basic reasons for the effectiveness of these 
exchanges to date. 

3. In fact, in some countries where anti-American elements could seize upon 
these ex post facto modifications as an excuse to campaign against the program, 
this reaction might lead to actual abrogation of the agreements. The extension 
of these agreements would be similarly affected. So would the negotiation of 
new agreements with additional countries, which could not offer the inducements 
originally contemplated. 


t. It would also disrupt the relatively stable, long-term planning of these 
programs. Such planning is done on a 2-year cycle, a period of time which is 


necessary because of the active participation of the binational commissions in 
each country in the planning and administration of the programs. 

5. All these problems would be aggravated by the fact that dependence upon 
annual appropriations for the expenditure of these foreign currency funds would 
result in uncertainty as to the level of operations from year to year in a given 
country, a situation thus far avoided by including fixed maximum amounts in 
the agreements, and on the understanding that such amounts would be expended 
each year. If, in making such annual appropriations, the Congress failed to 
provide sufficient funds to maintain the dollar programs authorized by the Smith- 
Mundt Act and at the same time foreign currency expenditures expected under 
these agreements, all these problems vis-a-vis the reaction of the other govern- 
ments and countries involved would be aggravated further. In the case of 
drastic reductions in the annual appropriation, a necessarily uneven and in- 
equitable reduction in the level of such operations as between the various coun- 
tries would create ill will or at least the kind of confusion which anti-American 
forces abroad are ever ready to exploit. 

It was for reasons like these that the President, after acquainting himself 
with the facts involved, decided that these currencies should be exempt from the 
provisions of the Rabaut amendment. He, therefore, directed the Bureau of the 
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Budget to permit the State Department to request Congress for such an exemption. 
Moreover, and for the same reasons, such exemption has been recommended by the 
Hickenlooper committee, the United States Advisory Commission on Educational 
Exchange, and the President’s Board of Foreign Scholarships. 

The problems referred to above are clearly illustrated in the present situation 
with regard to the budget estimates for 1954. If the Rabaut amendment is 
applied to the exchange program under this appropriation bill, and if funds for 
that program are subject to the across-the-board reduction of about 38 percent 
recommended by the House, it is my understanding that it would be impossible 
not to reduce the foreign currency available to support this program. If, on the 
other hand, the Congress wishes to provide the full measure of funds to enable 
these foreign currency expenditures to be used at the present rate, it will increase 
the amount of the budget request as originally submitted by $8.9 million. 

Senator McCarruy. May I ask questions now? 

Senator FerGuson. Are you through? 

Senator FuLtsrieutr. Yes, | am through with my statement. 

Senator McCarrny. First let me say that I heartily approve of 
the idea of the student exchange program. I think the idea of ex- 
changing students is excellent but what has been disturbing me is the 
way the program has been operating. Iam hopeful that we may be 
able to have it operated better under the new administration. | 
would like to ask the Senator a few questions, if I may. 


STUDENT SECURITY CLEARANCE 


No. 1, Senator, what type of security clearance, if any, is given 
the students who are selected to go overseas, students or professors? 

Senator Futsricur. Mr. Chairman, by way of preliminaries, | 
am perfectly willing to tell you what I know about it but I have a 
me ‘morandum on that subject which I requested sometime ago which 
you can see is several pages. I have read that and | consulted the 
members of the Board of Foreign Scholarships and Mr. Colligan and 
Mr. Riley, who are in the active administration of the program in 
the State Department. My understanding is that after they have 
taken the first step in the screening process and it comes up to the 
point where they are ready to make a decision, the prospects are given 
a check by the Security Agency of the State Department. That is 
the Americans. If there is anything derogatory or reflecting upon 
them as to their loyalty or suitability, it does not have to be only 
their loyalty, but for any other reason even though their record, such 
as it is, is all right, any other reason they reject them the Board has 
that final authority. 

Senator McCarruy. Is that provided for in the law? 

Senator Futsprient. No; the basic legislation has nothing to say 
about security. These are practices and procedures. 

Senator McCarruy. Do you know that is the case? 

Senator Futsricur. I have inquired about it. I do not know it 
from my personal knowledge because I do not administer the pro- 
gram and I have no part in the selection of individuals and I have 
consciously refrained from ever taking any part in the selection of 
any individual. Let me add one other thing. My understanding is 
all of the members of the Board of Foreign ‘Scholarships and I am 
saying this on secondhand information because I do not know of my 
own knowledge—are all given a complete FBI check plus whatever 
the Security Division of the State Department requires. In other 
words, a complete check as to it before their name is submitted to 
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the President. I would like to say, as General Smith did this morn- 
ing, there are people present in this room, as I understand it, Mr. 
Rilly was here this morning and others, who can give you in detail 
exactly what they do in each case on each class of student or pro- 
fessor, members of the Board. 

Senator McCartruy. Are you through with that answer? 

Senator Futsrieut. Yes. 

Senator McCarruy. Senator, you are here asking us to give more 
money so I assume you know something about the program. Now 
my question was what security clearance was made, and | understand 
your answer to be you think they get security clearance and that is 
not provided for in the law so your have no way of knowing for sure 
but someone else in the room you think can tell us that. That is 
substantially your testimony? 

Senator Fu_tspricnt. No; | would not agree. It stands for itself. 
I said what I had to say and anyone can interpret it. I would not 
agree to your interpretation. 


EXCHANGE BENEFITS TO MEMBERS OF COMMUNIST PARTY 


Senator McCarruy. Do you think we should bar members of the 
Communist Party from taking any benefit under this exchange pro- 
gram? 

Senator Fu.tsricut. I think we should and I think that we have. 
I know of no instance in which a member of the Communist Party— 
of course there have been over 11,000 people in this. No one can be 
positive that there has never been one but I know of no instance, 
none has been brought to my attention, and in my firm conviction 
there have not been any but we could all be mistaken about that. 

Senator McCarruy. If Communists have been sent over as 
lecturers under this program you would say that was a very grave 
mistake, wouldn’t you? 

Senator Futsrieut. I certainly would. I have no intention of 
permitting that and I think the administrators of this program have 
taken reasonable precautions to prevent it. 

Senator McCarrny. If you found out this Communist lecturer had 
been sent over under the Fulbright program would you personally 
take steps to find out who was responsible for that? 

Senator Futpricut. Yes, I would, and I would do what I can, 
I would do everything I can, to prevent this program being abused 
inany way. ‘The Senator may know that I have gone to my colleagues 
objecting to private bills which seek to give citizenship to some who 
come here. We are embarrassed by that. 

[t is a compliment when they come here and want to stay here. 
On the other hand, we cannot permit it, 1 do not think we ought to, 
and I have personally objected because that would defeat the purpose 
of the program. But I would certainly, if I knew any, if it were 
brought to my attention that any Communist is or had been selected, 
I would certainly do everything [ could to prevent it occurring again. 
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REFUSAL TO ANSWER CONGRESSIONAL COMMITTEE 


Senator McCarruy. Would you say a lecturer who refuses to tell 
a congressional committee whether or not he is a member of the Com- 
munist Party on the ground that his answer would incriminate him 
should be sent over to represent us? 

Senator Futsrienr. I think that is a debatable question because 
I can well imagine—while I would not approve it, I think—well 
imagine intelligent people refusing to answer questions put to them 
under certain circumstances for other reasons because they object to 
the indignity to which they are subjected. 

Senator McCarruy. You understand Senator, when a witness says 
“T will not tell you, I will not answer because a truthful answer might 
incriminate me’’—that is a right he has under the Constitution—he is 
saying that a truthful answer wouid incriminate him? 

Senator Futsricut. | do not understand that entirely; no. 

Senator McCarruy. You do not understand that? 

Senator FuLtsriegutr. Not under the conditions that prevail some- 
times. I think that is the normal condition. 

Senator McCarruy. Do you think people sent overseas under the 
Fulbright program have a right to refuse to tell the House Un-Ameri- 
ean Activities Committee whether or not they were Communists at 
the time whey were drawing money from our Government? 


REASONS FOR NOT ANSWERING QUESTIONS 


Senator Funsrieut. I said I think that it much wiser for these 
people to answer the question, whoever they may be, but I think I 
can understand when they are subjected to certain kinds of brow- 
beating and indignities that they get so irritated that they may well 
refuse for other reasons than these. I think it is a mistake in policy 
but I can understand it. 

Mr. Chairman, I will say, I really do not see the relevance of these 
questions to me, I do not think they have any purpose before this 
committee, and I am perfectly willing to discuss it 

Senator McCarruy. You should not be afraid to answer these 
questions. 

Senator Futsricur. I am not afraid but I do not see the relevance. 

Senator Frerauson. If they relate solely to the program as to who 
is going over, it is relevant. 

Senator McCarruy. This relates to the program. 

Senator FuLsrieut. | know of no instance this occurred. 

Senator McCarruy. I have not asked for a speech. If you quit 
making speeches and answer my questions, we will get along better. 

Senator McCuexuan. He has a right to answer in his own way. 

Senator McCarruy. He has a duty to answer, 

Senator McCuexuian. I do not think we should tell a Senator that 
he cannot answer a question in his own way. 

Senator McCarruy. He has a duty to answer. 

Senator McCue.uan. He has the privilege of answering your ques- 
tions in his own way and | insist upon it, Mr. Chairman. 

Senator Frrauson. He may. 
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Senator McCarruy. Mr. Chairman, I intend to insist on an answer 
regardless of how long his speeches are. When he is through with 
his speech, I will insist on an answer unless the chairman overrules me. 

Senator Frerauson. Proceed. 

Senator McCarruy. Do you feel that the individuals who are get- 
ting money under the so-called Fulbright program should be allowed 
to refuse to answer whether they are Communists on any ground other 
than self-incrimination? 

Senator Futsricur. I do not quite understand that question. In 
the first place, the reason I do not think it is relevant is I know of no 
case where that occurred. Does ithe Senator know of any case where 
that occurred? 

Senator McCarruy. I will ask you the questions now. 

Senator Futsricur. | think it is a purely speculative question in 
which there is no instance of it and that is what I call irrelevant. I 
do not see the point of it. Has there been a single case of a man who 
has been granted one of these grants who has been before your com- 
mittee and refused to answer? 


BENEFITS TO THOSE REFUSING TO ANSWER QUESTIONS 


Senator McCarrny. I am asking you the question: Do you think 
that a man getting benefits under the Fulbright bill is indeed entitled 
to refuse to say whether he is a Communist on any ground other than 
self-incrimination? In other words, if he does not like the committee. 

Senator Futsricutr. I would say any man who does that before a 
normal committee, certainly under the normal circumstances that 
exist, should not be given such a grant, and I am confident that any 
such person had been turned down. 

I oniy say that some of our procedures get completely beyond the 
normal; you cannot generalize about a unique situation. Normally, 
I think what you said is absolutely correct. 

Any who refuse en any ground to answer that question should not 
be given one of these, but I want to say that unusual circumstances 
arise now and then and I do not like to be pinned down as to every 
sie circumstance. 

nator McCarruy. Let’s take a usual committee, for instance. 
Let’s take the House Un-American Activities Committee. All the 
members have been elected by the American people. You may or 
may not like what they are doing but that is neither here nor there. 

The question is: Do you think that a man appearing before the 
House committee—no question about unusual cireumstances—ap- 
pearing on the 28th day of April 1953, this vear, deriving benefits 
under the Fulbright program, do you think if he refuses to testify 
whether he is a member of the Communist Party, he should continue 
to get benefits? 

Senator Futsricur. No; I think he ought not to get them. 

Senator McCarruy. In other words, you agree that anyone who 
refuses to testify 

Senator Fu.sricut. I have tried to make it plain I do not think any 
Communist or man not sufficiently sure of himself or whatever the 
proper word is, to state what his views are on that should be given one. 
He may not be a Communist, he may be even what is called a sym- 
pathizer, a crackpot of any kind. He ought not be given one of these. 
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DUTIES OF BOARD 


This is designed and the purpose of it—and I thixk the Board has 
done an excellent job in achieving that purpose—is to pick normal and 
we hope superior, better than average, if we can—that is what we seek 
as representatives of America. That is the purpose. 

Senator McCarruy. I ask you these questions because the program 
bearing your name—and I assume the Board pays some attention to 
what you say 

Senator Fu.sricur. Your assumption is entirely incorrect. The 
Board does not pay any attention to what I say. I do not tell the 
Board what to do and I would not think of telling the Bourd about 
anything. It would be the best way I know of to destroy it. 

Senator McCartuy. Would you please wait until I finish my 
question? 

Senator Fu.sricut. Your assumption is incorrect. It is an 
assumption that I do this and that and it is completely misleading the 
discussion. 

Senator McCarruy. If you will wait until I finish my question, 
please—we have been very patient with you so far—the question is 
this: 

I ask you these questions: In view of the fact that the program bears 
your name, I assume the Board will pay attention to your recom- 
mendation. 1 assume they will. Frankly, if | were on the Board of 
the program bearing your name, | would read it. 

Do we agree, for the benefit of that Board, that no person who 
refuses to state whether he is a Communist, no person who is shown to 
be a Communist sympathizer or using your words, not mine, a crack- 
pot, should get any benefit under this program? 

Senator Futspricur. | would certainly agree that anyone who for 
any reason, whether it is because he refused to answer questions or any 
other reason, could be suspected, reasonably suspected of being 
sympathetic to the Communists—in other words, a nonsympathizer 
to our ideas and nonrepresentative of what I call the best type of 
American—should receive any benefits under this program. 


DR. GEBHART CASE CITED 


Senator McCarruy. For the benefit of the record and for the 
benefit of the Senator, hearings were held before the House Un- 
American Activities Committee on April 28, 1953. Before that 
committee was a Dr. Gebhart—this is page 1570 

I was the Fulbright lecturer to Norway 

Question. When was that? 

Answer. Academic year 1951 and 1952. 

He also discusses other activities abroad. 

Question. Have you been a member of the Communist Party? 

Answer. May I have the privilege of making a very short explanatory state- 
ment? 

Mr. Vetpe. Well, if you answer the question first. The committee has 
always allowed the witness who has answered the question to make a statement 
explaining his answer. 
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KUNSIK CASE CITED 


Another of the committee members or I believe a staff member, 
Mr. Kunsik says ‘Answering means yes or no, not the fifth amend- 
ment.”’ It is taken to be not an answer. 

Dr. Gespnarr. I would like the committee’s indulgence in my asking for the 
privilege of the fifth amendment not to answer the question. 

In other words, the fifth amendment provides that an answer might 
send you to jail, might incriminate you and he refuses to answer. 

Mr. Kunsik. You are refusing to answer and presenting the fifth amendment 


as your reason to refuse? 


Answer. Yes, sir 
LEWIS CASE CITED 


Again for the record, I may say that this is not an argument against 
granting funds for the program—I think the idea is good, but for the 
guidance of those operating it, a Mr. Lewis appeared before our com- 
mittee who had been selected to go to Florence, Italy, to lecture. His 
wife appeared. She refused to tell whether or not she had been a 
member of the Communist Party, refused to tell whether or not Com- 
munist meetings had been held in their home. 

He refused to testify whether his wife was a Communist or not. 

Fortunately, while the Board, Senator, did not turn him down, the 
State Department refused to give him a passport. So it made very 
little difference whether he got the grant or not. He could not use it. 

That is for your benefit in view of your statement that you know of 
no Communists appointed under the program, to make it clear that 
this is no indictment of the idea of the program, but the way it has 
been operate l, 

One other question, Senator. Do you know whether the Board 
that selected the students receives a security check? 

Senator Futsricur. It does. 

Senator McCarruy. Not what you heard. Do you know of your 
own knowledge 

Senator Futsricut. I have not made the check myself, but on the 
best authority I know of, it does. 

Senator McCartuy. Who told you it does? 

Senator Futsricut. Mr. Francis Colligan, who has been the execu- 
tive secretary of it, or maybe it was Riley, one or both. 

Senator McCarrny. You say they get State Department security 
clearance? 

Senator Futsricut. It is my understanding they a!so are checked 
by the FBI—that is, the members of the Board of Foreign Scholar- 
ships. There are just 10 of them. 


POLICY TOWARD SCHOLARSHIPS TO COMMUNISTS 


Senator McCartnuy. Do you know whether the policy is not to give 
Communists or Communist sympathizers, scholarships or appoint them 
as lecturers or professors? 

Senator Futsricut. I think one of the leading members of the 
Board is Dean Maguire of Catholic University here, who is an original 
member. 
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Senator McCartuy. Can you answer the question? 

Senator Futsricut. I cannot believe he is interested in giving 
Communists scholarships. Another is Colonel Andrews of the vet- 
erans’ department—— 

Senator McCariny. Could you answer the question? 


REFERENCE TO HELEN WHITE 


Senator Futpricut. Who has been on it since the beginning, and 
I do not believe he is interested in doing it. You have had some, | 
think, very excellent people in this country. One of the best members 
is a member from the Senator’s own Sti ate, Miss Helen White, of the 
University of Wisconsin, professor of English, who has been on it from 
the beginning, and I think a very high type and fine woman, who 
gives of her time, she gets no pay—none of theni get pay for this 
the *y come down here and meet 4 or 5 times a year in full session and 
in executive committee meetings more often. 

Senator McCarruy. Could vou answer the question? 

Senator Futsriant. [t is an answer. They do not in my opinion 
for a moment countenance giving scholarships to Communists if they 
know it. 

Senator McCarruy. Do you know if there is such a regulation? 

Senator Futsricur. | do not think anybody is perfect and you 
say you have found one man. You have a corps of people and appar- 
ently you have been looking for this for a long time and you have 
turned up one fellow who refused to answer out of some—— 

Senator McCariny. Here is another batch of them. The ques- 
tion is: Do you know whether there is a regulation that the Board 
follows, rules they have adopted? 

Senator FuLsriaur. It is a rule, that is what I am trying to say, 
they do follow that procedure. I do not know whai you call a regu- 
lation. It is not a legislative body, but I am told that is their normal 
procedure that they followed for years 

Senator McCarruy. Is there anyone e here who can tell us whether 
or not there is such a rule? 

Senator FuLsricut. Yes. 

Senator Munpr. Will the gentleman yield? 

Senator McCarruy. Certainly. 

Senator Munprt. I can shed some light on that because it is clear 
in the basic legislation how this has to operate. In Public Law 402, 
which was adopted on January 27, 1948, which I believe is subsequent 
to the Fulbright Act—— 

Senator Futsrieur. That is correct. 

Senator McCartuy. Public Law 402, section 101, says this: 

No citizen or resident of the United States, whether or not now in the employ of 
the Government, may be employed or assigned to duties by the Government under 
this act until such individual has been investigated by the Federal Bureau of 
Investigation and report thereon has been made to the Secretary of State. 


Now I happened to be the chairman of the subcommittee of the 
House that passed that legislation, having in mind that there was the 
Fulbright program in operation, that this was a student exchange 
program, separately financed but otherwise very analogous to the 
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Fulbright program, wanting them to operate in the same manner. 
We subsequently in the same act wrote section 1009. I will read 
section 1009: 

All provisions of this act regulating the administration of international informa- 


tion activities and its educational exchanges provided herein shall apply to all 
such international activities under jurisdiction of the Department of State. 


FBI SCREENING 


There is not any question but what there was basic legislative 
mandate that these people be screened by the FBI, that that be done, 
if there have been exceptions, mistakes must have been made by the 
FBI, or else violations of the act. 

Certainly there is basic legislative mandate which would require 
this board we have been talking about to take these steps. 

Senator McCarruy. I might say I think Senator Mundt has done 
a great deal toward trying to have a good, real American information 
program and for that reason | know he will be concerned when he 
finds that the law has not been followed by the previous administration, 
and I think by discussing it, we may aid the new administration in 
following Public Law 402 and other laws. 

Senator Munpr. I quite agree that it is important that the law be 
followed. I have had a great many discussions with the Department 
of State people that do not like this language, ‘‘or assigned to duties.” 
They say it hamstrings them, that it is difficult to operate, and they 
have come to me frequently saying ‘“‘Would you stand still for this 
kind of modification or this kind of amendment?’ And I have said 
that we have had so much trouble in times past with the personnel of 
this particular section of Government that I would not favor any 
modification of the language at all. 

The language has never been modified, Congress has never provided 
any change, the legislative mandate is clear. Neither the Board of 
Scholarships nor the Department of State nor anybody else has any 
authority whatsoever to send anybody overseas either under the 
Fulbright funds or these funds until they have been screened by the 
FBI, and I have every confidence now, and I think the Senator from 
Wisconsin has, that the new Department of State certainly is not 
going to stand for the expenditure of funds in direct violation of Fed- 
eral statute which is 100 percent clear. 

Senator McCarruy. I may say | sincerely hope the Senator is right, 
but I do believe this committee must expose what has been going on in 
the past and | may say for the benefit of the Senator from Arkansas 
that 1 have referred to this Fulbright program at times as a “half- 
bright program’ but with no reflection upon the Senator’s idea. I 
think the idea was good, | was refering to the way it was administered. 
I want to call the attention of the Senator from South Dakota to a few 
cases where the law has been grossly violated. 

For example, there is a case of Sol. Padover selected to be sent as a 
foreign exchange lecturer or student, I do not know which to Korea, 
Indochina, Indonesia, Burma, Thailand, India, Federation of Malay 
States. He has been a writer. Army G—2 had refused him security 
clearance. 

The State Department approved and the Board approved having 
him sent over, although the information was available. 
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AARON COPELAND 


Take a man, Aaron Copeland, a professor in Italy, not a student. 
He was connected three times with the exchange program. He was 
before our committee as I recall, apparently a very sociable chap with 
a great record of Communist activities, for example, the record shows 
he signed a statement defending the Communist Party, supporting the 
Daily Worker, signed a petition to the Attorney General in behalf of 
Hans Eisler now in Western Germany. He signed a petition for 
sponsoring the American Committee for Democracy, an intellectual 
committee named as a Communist front, was associated with the 
Fifth National Conference of the American Committee for the Pro- 
tection of Foreign-Born, also named as front for the Communist Party. 

Without listing all of his fronts, 1 would ask the Chair that I be 
allowed to insert them in the record where we may have a picture. 

Senator Ferauson. Yes. 

Senator Munpr. Then will the Senator yield? 

Senator McCartuy. Yes. I may say I have a sizable number of 
other cases. 

Senator Ferauson. Will vou insert them in the record? 

(The information referred to is inserted beginning on p. 738.) 

Senator McCarruy. May I finish? If you do not mind, I will 
finish my question. 


PURCHASE OF COMMUNIST BOOKS 


You answered, as I recall, saying that if this resulted in any ap- 
preciable amount of help to the Communist party, you would not 


buy the books. Now, this eee What would you consider 


appreciable help financially? Would it be ten cents, a dollar, or a 
hundred dollars? In that connection I recall the testimony before 
our investigating committee at which a witness said you could accept 
a ham that weighed less than ten pounds to do a favor and it would 
not be dishonest but if the ham weighs over 12 pounds, it would be 
dishonest to accept it as a gift. 

| was wondering where you set the dividing line insofar as help to 
the Communist Party is concerned? 

Senator Futsricut. I have not figured that out, Senator. 

Senator McCarruy. Haven’t you? 

Senator Fu.tsricur. I answered that question, Mr. Chairman, at 
great length and I see no point in going over it. 

Senator McCarrny. If he has not considered how much money 
he would consider appreciable aid to the Communist Party, we can- 
not ask him to answer something he has not figured out. It is an 
interesting answer. 

I mention this because you talked before about the FBI. 

I think the FBI did a good job in investigating the individuals, 
but after they have been investigated and shown to have a vast number 
of Communist front activities, they have still been the recipients of aid 
under the Fulbright Act and I merely mention that because [ am afraid 
otherwise your statement about the FBI might be misconstrued by 








640 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


some people as a statement that the FBI was responsible for these 
unusual individuals going overseas. 

As the Senator knows, they have no authority to- 

Senator Munpr. I want to say obviously I do not want any word 
of mine to be conceived as being critical of the FBI. It has done its 
job well. I think there have been violations of the act and I think 
they are serious ones. If one does occur, obviously it casts reflection 
on the whole thing. 

I wonder if the Senator would agree that it would serve his purposes 
and the purposes of the committee—I am convinced it would be 
perfectly acceptable and considered desirable by the Senator from 
Arkansas, although he can speak for himselt—it would be by me—to 
write in the report something to the effect that the money made 
available for these funds is done so with the express statement by the 
committee that it should be performed in conformity with section 1001 
and 1009 of Public Law 402, putting it down definitely. 

Senator McCarruy. That would be a tremendous improvement if 
you provide that Public Law 402, the sections mentioned, which you 
drafted, as I understand it, would apply to any exchange students. 

Senator Munpr. That did apply, we want them to apply. There 
may very well have been some carelessness. 


USE OF TAXPAYERS’ MONEY TO PURCHASE BOOKS 


Senator McCarruy. One question. I asked you the same question 
Senator Magnuson asked of Senator Hickenlooper this forenoon: The 
question is whether or not you would be willing to use taxpayers’ 
money to purchase a book by a Communist author, and I think 
Senator Magnuson said let’s take it applied to fly fishing or something 
like that, and Senator Hickenlooper said he would not use taxpayers’ 
money, he would not put any money in the coffers of the Communist 
Party, he would not economically support any member of the Com- 
munist Party who was dedicated to the overthrow of this Government 
by force and violence. 

You answered that, as I recall—if I am mistaken, you tell me what 
you said. 

Senator Futsprienr. T take no responsibility for telling you when 
you misquote me. That is too difficult. 

Senator Fercuson. That is all unless you have something further. 

Senator Futsricut. In my memorandum I have covered the 
loyalty factors in the selection of grantees. I would like to put that 
in the record. 

Senator Fereuson. That can be done. 

(The document referred to fo'lows: 


Some Loyautry anp Security Factors In THE SELECTION oF GRANTEES 


The following security checks are made on all candidates for exchange grants 
under the Fulbright Act: 


CANDIDATES UNDER THE FULBRIGHT ACT 


The final selection of grantees under the Fulbright Act, Publie Law 584, 79th 
Congress, 2d session, is made by the Board of Foreign Scholarships. ‘This re- 
sponsibility is clearly piaced in the Board by the provisions of section 2 of that 
act, which reads in part as follows: 
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“That for the purposes of selecting students and educational institutions quali- 
fied to participate in this program, and to supervise the exchange program au- 
thorized herein, the President of the United States is herby authorized to appoint 
a Board of Foreign Scholarships, consisting of 10 members, who shall serve without 
compensation, composed of representatives of cultural, educational, student and 
war veterans groups, and including representatives of the United States Office of 
Education, the United States Veterans’ Administration, State educational insti- 
tutions, and privately endowed educational institutions.” 

The legal adviser to the public affairs area of the Department advised the 
Educational Eschange Service in a memorandum of July 27, 1949, that the Board, 
as the agency responsible for selection of grantees, was of necessity responsible 
also for rejections. Rejections based on adverse security inforination would con- 
sequently remain a responsibility of the Board: it could not be assumed by tl! 
Department. Members have access to such information as consultants WOC 
(without compensation) to the Department. 


rc 


FOREIGN NATIONALS 


The Board of Foreign Scholarships accepts the report of the Security Office of 
the Department and Foreign Service as final especially since it is based upon 
conditions and data-gathering procedures which involve overseas operations 
directly. 

AMERICAN CITIZENS 


At the 12th meeting of the Board of Foreign Scholarships, September 23-24, 
1949, the Board approved the following motions in respect to loyalty as a basis 
for the consideration of candidates: 

1. That convincing evidence of disloyalty will be regarded by the Board as a 
sound basis for the rejection of candidates. 

2. That the Board assumes complete responsibility for determining in its best 
judgment what evidences of disloyalty furnish an adequate basis for the rejection 
of candidates. 

While the Board uses screening agencies for preliminary recommendations, it 
reserves the right to make definitive decisions on the basis of all criteria, and 
especially of determining what ‘‘convincing evidence of disloyalty” is. In making 
this determination, it relies upon the loyalty and security data made available by 
the Department’s Security Office. 

All awards made by the Board of Foreign Scholarships are subject, as the 
letters of award indicate, to the availability of passports and visas. Moreover, 
representatives of the Department from both the Educational Exchange Service 
and Security Office of the Department are always present when the Board or its 
selection committee discusses loyalty and suitability problems. A substantial 
number of people have been rejected by the Board as a result of such sessions on 
the grounds either of disloyalty or unsuitability. For obvious reasons, the 
Board has a policy of not explaining to the publie the reasons for the rejection 
of any candidate. On the other hand, the names of all grantees under the Ful- 
bright Act are published annually, as provided for in the act, during the month 
of March. 


BARRING OF BAD SECURITY RISKS 


Senator McCartuy. May I ask a question? You reconstructed 
that solely to the question of disloyalty in view of the fact that | 
assume the members of the Board may be reading that, would you care 
to extend that to cover security risks also? 

Senator Ferauson. I understand that is the Board’s rule. 

Senator FuLsricut. This was theirown motion. You asked about 
a regulation. I assume this was a motion of the Board. 

Senator McCarruy. I thought the Senator was giving his own 
ideas, 

Senator Futsricur. No, this was in response to the question you 
asked about did I know whether they had a regulation. This is an 
action of the Board given to me on this subject. 
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Senator McCarruy. As far as you know, they have no regulation 
barring a man from participation because he is a bad security risk? 
Is that correct? 

Senator Futsriear. I think the work “suitability” is used here 
and would cover any security risk. 

Senator McCarrny. Is the word “security” mentioned in that 
memorandum, if you know? 

Senator FuLBrigur. You mean anywhere in it or in that particular 
part? 

Senator Ferauson. Let us have it if it is in that section. 

Senator FuLtsricur. It says “Committee discusses loyalty and suit- 
ability problems.”” I do not know whether they mean suitability is 
the same as security or not. The word security as such I do not think 
is in that section. Whether it is in the rest of the memorandum, | 
would have to review that very carefully. 

Rejection is based on adverse security information which would consequently 
remain the responsibility of the Board. 

I would think suitability would cover security, if I understand what 
that means. 

STATEMENTS BY STUDENTS 


Senator McCarruy. I would like to place in the record statements 
made by a number of students who received benefits under the Ful- 
bright program, statements condemning the American way of life and 
praising the Communist form of government. I think that should be 
in the record before the matter comes before the Appropriations 
Committee. 

Senator Fercuson. You may submit that to the committee, 

(The statements referred to were to be submitted to the committee.) 

Senator Futsricur. If that is done, would it not be proper for 
other statements to go in? 

Senator Fercuson. The committee will look at it. 

Senator Futsricur. | have a great number of other kinds of 
statements that have been received. 

Senator Frereuson. If we receive one, we will receive the other. 

Senator Futsricut, I am willing to submit a large number, 

Senator Ferauson. I do not want to burden the record. 

Senator Futsricur. | stand ready to supply them if the committee 
is interested. 

Senator Taye. Mr. Chairman, then may we have information 
about the student as to what State he is from or what country? 
I am now referring to the student who has made reference—— 

Senator Fercuson. That would be part of this record. 

Senator Tuys. The students’ names and addresses. Will that be 
made a part of the record? 

Senator Fercuson. Yes, if any are. 

Senator Tuyr. If Senator Fulbright is finished, personally I have 
to be in the Senate tomorrow. If you complete the hearmgs and 
give consideration to a markup on this bill before 1 return—and I 
will be back on Monday—I would like to express this personal con- 
viction, and that is that we should endeavor to restore some of the 
reduction, or rather, add to what the House appropnated. As I 
look at the figures, it would seem to me to be advisable that we try 
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to restore as much as possible of the $690,417,292 that the adminis- 
tration had first requested but which the House had failed to 
appropriate. 

UNOBLIGATED FUNDS 


Also, there is $424,654,212 of unobligated funds that they did not 
make available to the mutual security program as of the 1954 fiscal 
year. For that reason I leave with you, if you are on the markup 
tomorrow, as chairman of this committee, my proxy for the highest 
amount that the committee agrees upon in the markup. 

I hope you can make a substantial amount of this $690,417,292 in 
the Senate appropriations. 

Senator Fercuson. I will vote it accordingly. 

Senator Tuy. I thirk this unobligated amount of $424,654,212 
should be made available as a fund. I have a definite feeling that 
this is one phase of our international program that could figure very 
strongly toward our own national security. That is the reason I am 
in support of it. 

Senator Fmrauson. Who is the next witness? 

Mr. Wiiper. Mr. Kimball. 

Senator Frreuson. Will you raise your right hand. Do you 
solemnly swear in the matter now pending before the committee you 
will tell the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Kimpaut. I do. 


INTERNATIONAL INFORMATION ADMINISTRATION 


STATEMENT OF ARTHUR A. KIMBALL, DEPUTY ADMINISTRATOR, 
IIA, AND JOHN A. HAMILTON, ACTING ASSISTANT ADMINIS- 
TRATOR FOR POLICY AND PLANS 


Senator Ferauson. Will you give vour full name and address. 

Mr. Kimpatu. My name is Arthur A. Kimball, 3915 Forty-ninth 
Street NW., Washington. 

Senator Ferauson. What is your connection with the United States 
Government? 

Mr. Kimpatu. I am at the moment Deputy Administrator of the 
International Information Administration. 

Mr. Chairman, I wondered if I could have Mr. John Hamilton here. 

Senator Ferauson. Do you solemnly swear in the matter now 
pending before the committee you will tell the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Hamiuron. I do. 


BACKGROUND OF WITNESS 


Mr. Krurauu. Mr. Hamilton is the Acting Assistant Administrator 
for Policy and Plans. 

Senator Frereuson. Will you state how long you have been with 
this particular branch? 

Mr. Kimpatu. I came with the International Information Admin- 
istration a little over a year ago, in March 1952. 
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Senator Fereuson. What had been your employment prior to that? 


Mr. Kimpauu. I started in the Government in 1928 as a CAF-1 


clerk. I spent 6 years in the Bureau of Foreign and Domestic Com- 


merce of the Department of Commerce. I was with the National 
Recovery Administration for 2 years. I was with the Social Security 
Board for 6 years. I was in the United States Army from 1942 
through nearly the end of 1946. I spent a few months with the Vet- 
erans’ Administration. I went with the State Department in May of 
1947, 

In the State Department I have held three principal positions, the 
first approximately 2 years was as special assistant to the Assistant 
Secretary of State for Administration. The next approximately 2 
years were spent as Executive Director of the Bureau of German 
Affairs. Then 1 came with this program in March of 1952. 

I had a prepared statement. In view of the time of the committee, 
I wondered if I could submit that. 

Senator Ferguson. That will be considered read and placed in the 
record. 

(The statement referred to follows :) 


STATEMENT BY ARTHUR A. KimpaLtt, Deputy ADMINISTRATOR. IIA, IN SUPPORT 
oF 1954 BupGrtr Estimates FoR INTERNATIONAL INFORMATION AND Epuca- 
TIONAL EXCHANGE ACTIVITIES, DEPARTMENT OF STATE 


Mr. Chairman and members, I am here to appeal the House action on the 1954 
appropriation for the international information and educational exchange program. 
The Under Secretary of State, General Smith, has already expressed his views 
in this matter 

Dr. Robert L. Johnson has asked me to express his regret at not being here 
today. It was with great reluctance that he was forced by the state of his health 
to give up the work of reorganizing the information program which he had begun 
last winter. The new agency has been assured of his continued interest and 
support. 

As is customary in an initial appearance, T will inform the committee briefly 
about my Government experiences. I have been with this program for a little 
more than a year. I was appointed Assistant Administrator for Management 
of the International Information Administrator in March 1952, and I have been 
serving as the Deputy Administrator since April 27 of this year. 

I began my Government service 25 years ago, starting as a CAF-1, in the 
administration of President Coolidge. My first 6 years in government were 
spent with the Bureau of Foreign and Domestic Commerce. From 1934 to 1936 
I was with the National Recovery Administration as Assistant Deputy Admin- 
istrator. From 1936 to 1942, I served with the Social Security Board in connection 
with the business management aspects of the unemployment compensation and 
employment service programs. This operation involved a staff of 25,000 em- 
ployees and 1,500 offices throughout the country. 

In 1942 I volunteered for service with the United States Army. During suc- 
cessive assignments I was promoted to the rank of colonel. One of the more 
important assignments during this period of my military service was as a member 
of the Army Procurement Assignment Board, Executive Officer of the War 
Department Budget Office. In this assignment I was detailed as a member of 
the General Staff. Later I served in the capacity of administrative chief of the 
international military trials at Nurnberg, Germany. 

Upon returning from overseas, I spent several months with the Veterans’ 
Administration as industrial relations consultant. In May 1947 I was asked to 
come to the Department of State as special assistant to the Assistant Secretary 
for Administration to develop plans for the transition from military to civilian 
control in Korea. From 1949 to March 1952 I was Executive Director of the 
Bureau of German Affairs, stationed here in Washington. 

The details of the appeal from the House action on this appropriation are con- 
tained in the attachment to the July 23 letter from Mr. Wilber, the budget officer 
of the Department. Copies have been furnished to the committee, 
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This appeal concerns three major types of problems created by the House bill. 
First, the inclusion of language specifying employment restrictions by unit and 
in total; second, the very severe reduction in funds; third, the omission of certain 
language changes which are essential to Reorganization Plan No. 8, and to the 
proper conduct of the program. 

The language provision which we ask to be deleted from the House bill is as 
follows: 

“That not to exceed seven thousand five hundred average annual positions, 
including the prorata portion of administrative support personnel, may be 
financed from this appropriation and the average number in each unit shall not 
exceed 6634 per centum of the number now employed both as to the United States 
and local personnel respectively.” 

The practical effect of the two-thirds restriction imposed in this language 
would be to limit each unit to a maximum of 55 percent of its present staff in 
order that the annual average not exceed 634 percent of its present size. This 
is true because the necessary reduction could not be accomplished before the end 
of the first quarter of the current fiscal year. 

Regardless of the interpretation of the word “unit,” which is not defined in 
the language of the bill, the unit restriction would create such inflexibility as to 
make it almost impossible for the director of the new information agency to 
marshall his resources and aline his organization so as to achieve maximum 
effectiveness. 

For example, if a relay base overseas is a “‘unit’”’ under this language, we some- 
how would have to solve many situations. Some of the bases, in remote loca- 
tions, operate around the clock 7 days a week. If their staff complement of 
American and local employees was reduced 45 percent, we could not maintain 
24-hour operation. Even if the base were closed down, the staff saving could not 
be applied to another relay base or facility because every other unit likewise 
must be cut to 55 percent of present strength. 

This restriction would also thwart area to area and media to media flexibility. 

The total limitation of 7,500 average annual positions compares with 11,070 
positions proposed in the fiscal year 1954 budget, which includes 8,813 IIA posi- 
tions and 2,257 positions in certain units of the Department of State which 
furnish administrative support here and abroad. To achieve the required aver- 
age, it would be mathematically, but not efficiently, necessary to eliminate all 
but 6,500 positions. Flexibility in reprograming and in utilizing available re- 
sources would be severely impaired by any such limitation. 

For these reasons, we respectfully request that the Senate delete the language 
cited. 

The second major appeal is directed at the reductions in funds provided in the 
House bill. 

The figures at the top of the table on page 8 of the appeal letter show that the 
budget estimate which President Eisenhower transmitted to the Congress reflects 
substantial cuts that have already been made in the program. The original 
budget of $96.8 million reflects not only a substantial tightening of activities but 
also the elimination of marginal activities, such as sharp reductions in radio 
broadcasts to free countries, closing down of mission activities, and cutbacks in 
the volume of support material furnished our country missions by the various 
media services. This revised Eisenhower budget represents a tight program 
designed only to hold most of our present audiences in other countries. 

The table also shows why the sum of $60 million will, after liquidation costs, 
allow a program level of only $50 million. That is a cut of 48.4 percent below the 
Eisenhower budget. 

The impact of this cut on a going program should be considered carefully. 

I would like to quote from the appeal letter: 

“A cut of this magnitude in the first months of fiscal year 1954 means that the 
new information agency would, fora substantial part of fiscal year 1954, be involved 
in a liquidation effort which would affect very substantially every activity at 
home and abroad. The situation would force the new agency onto the horns of 
a dilemma: On the one hand, reprograming and attendant liquidation decisions 
should be made speedily, because each day that they are delayed increases the 
portion of the total budget which must be diverted for liquidation purposes. On 
the other hand, the information program is essentially a series of country pro- 
grams, governed by foreign policy objectives and priorities which are established 
by the Department of State. The formulation of these country programs is a 
process which normally takes months. It involves consultation with appropriate 
officers of the Department as to desired objectives; the singling out by public 
affairs officers in the field of particular audience groups in each country who can 
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can be influential in attainment of these objectives; the determination of particular 
media services best adapted to reach these groups.” 

In considering the impacts of so drastic a reduction, note also the loss of invest- 
ments involved. We now have an investment in certain audience groups with 
whom we have been working for months and years. Contacts of this broad 
nature should not be lost—certainly not today. 

In requesting only 80 millions of appropriated dollars instead of the 87.9 
million dollars originally budgeted, this appeal takes into account a special 
review—conducted in June by Budget Director Dodge—of the appropriations 
which would finance Reorganization Plan No. 8 programs. Exclusive of Ful- 
bright foreign currencies, Mr. Dodge recommended that a total reduction of 
$10.9 million out of the total of $123.4 million dollars involved should be accom- 
plished. 

On the management side, the ITA has taken certain steps forward. One forward 
step is that we now have a country program approach which permits full partic- 
ipation in program and budget planning by chiefs of missions and the public 
affairs officers throughout the world. 

The third area of appeal concerns certain language provisions which were deleted 
in the House bill, together with two additional language changes which are nec- 
essary to implement Reorganization Plan No. 8. The need for these latter pro- 
visions has become apparent since the House hearings. The Bureau of the Budget 
has thus authorized us to discuss these changes with the committee. All language 
changes are listed on pages 4, 5, and 6 of the appeal letter, ard the justifications 
begin on page 7. I hope to discuss each provision with you later during this 
hearing. 

i want to point out that we are not appealing every language change in the 
House bill. Instead, after a careful review of the House provisions, we are re- 
questing only those restorations which are deemed absolutely essential. One 
language change—which appears on page 6 of your budget document, identified as 
change No. 9—now is determined to be unnecessary because we find the desired 
authority can be achieved through an Executive order. 

Mr. Chairman, that completes my prepared statement. I will, of course, as 
desired by the committee, be glad to discuss in more detail any features of this 
appeal or of the budget document. 


Senator Fereuson. Do you have a summary? 

Mr. Kimpauu. There are a few remarks I would like to make. 

Senator McCarruy. Do you prefer that the committee members 
wait until the witness has finished his remarks or would you rather 
have us interrupt as he goes along? 

Senator Fercuson. I would rather he summarize this statement 
first so we can see what he had in mind. 

Mr. Krwsati. What I wanted to say at the beginning was to 
express the regrets of Dr. Robert L. Johnson, the retiring Adminis- 
trator, that he is unable to be here today and that he is unable to 
continue in the program. Also, the agency has been assured of his 
continued interest and support. 

What I particularly wish to cover during my appearance here, 
Mr. Chairman, is to go over each of the points of the appeal which 
has been made by the Department of State. A number of those 
points have been covered very well by witnesses who have already 
appeared. There are others which have not been mentioned yet at all. 


PERSONNEL 


Senator Fereuson. There is one I would like you to explain, the 
one on congressional and public information, the number of positions 
is 14, and the amount of money is $81,800. 

Mr. Kimpaut. Mr. Chairman, that particular office is the office 
which is headed by Mr. Ben G. Crosby and its functions are a com- 
bination of those things which are performed in the Department proper 
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by Mr. Thruston Morton’s office in congressional relations and the 
offices which have to do with the furnishing of replies to congressional 
inquiries, to inquiries from the public and that sort of activity. 
Senator FurGuson. Is part of Morton’s salary in here? 
Mr. Kimpau. No, sir. This is just a unit which was placed in ITA. 
Senator Ferguson. There is no liaison officer in here to the Hill? 
Mr. Kimpatu, This is just the role of Mr. Crosby who answers 
the inquiries of congressional as well as public inquiries. That is 
the role of this particular office. 


1953 COSTS 


Senator Farauson. What was the cost last year? Was it $65,000? 
The 1953 appropriation’s adjusted amount was $65,700. Why would 
you increase that? 

Mr. Krimpauu, Fifteen hundred dollars of that increase is for at- 
tendance at meetings, travel, which is merely placed under this 
particular item. Furthermore, the salary amounts which you will 
note vary considerably from 1952 to 1953 to 1954 are due to the fact 
that in 1952 when ITA was first set up, the positions were not filled 
until the latter part of the year. Then in 1953 to 1954 the difference 
there—you will note the number of positions is the same. The 
difference of $14,000 is the matter of the annualization of the full 
staff. 

Senator Ferauson. Are there any more higher salaried people 
put in? 

Mr. Kimpaty. No, sir. Mr. Crosby is the chief of that staff and is 
the highest salaried person on that staff. 

Senator McCarray. I note you have Mr. Hamilton with you 
today. I did not get his title. 

Mr. Kimpauu. He is Acting Assistant Administrator for Policy 
and Plans. 

Senator McCarruy. Who is the Administrator? 

Mr. Kimpauu. The Assistant Administrator for Policy and Plans is 
Mr. Connors. 

Senator McCarruy. Are there any plans to discontinue Mr. 
Connors’ services? 

Mr. Kiwpauu. The current thinking is that Mr. Connors—let me 
put it this way. Mr. Connors is being considered at the present time 
for an overseas assignment in Europe. That has not been completely 
firmed up. 

Senator McCarruy. In view of the amount of money you are 
asking, I would like to ask this: Do you feel that Mr. Connors 
measured up to the job? 

Mr. Kimpanu. I think it is essential we obtain for this new agency 
a man of the highest reputation and caliber we can for that very 
important policy job. I feel we need a man of broader background 
and of greater national reputation than Mr. Connors; 

Senator McCarruy. In other words, you would want a man with 

ms, Pr experience than Connors to take his job? 

fr. Krmpauu. For that particular job; yes, sir. 
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Senator McCarruy. Mr. Chairman, to show why the question was 
asked [ would like to read two brief questions and answers into the 
record. Mr. Connors was before our committee, and this is the man 
in charge of policy for the information program, page 127: 


Question. Mr. Connors, how much of an authority are you on the Communist 
movement? 

Mr. Connors. I am not. 

Question. You are not an authority? Have you ever read any of the works 
of Marx or Lenin or Engels? 

Mr. Connors. No, sir. 

Question. Any of the works of Stalin? 

Mr. Connors. No, sir. 

Question. Have you ever studied a history of the Communist movement and 
their methods of operation? 

Mr. Connors. I have never studied them. 


Then later on Mr. Connors, who is head of the policy division of 
the information program, went on to say at page 134: 

Question. Yesterday I understand you told the staff that you could not define 
the theory of communism, that you could not describe the practices of the Com- 
munist Party, is that correct? 

Mr. Connors. Well, I think—— 

Question. Is that essentially correct? 

Mr. Connors. That is what happened yesterday. 

Question. If that is true, then how can you take a book written by a very clever 
Communist authority and determine whether it should be used or not if you say 
you cannot define communism in theory or in practice? 

I would like to know, Mr. Kimball, and I know you are not the 
Director but you are acting now, do you feel perhaps your new policy 
director should know something about communism, should be an 
authority on it? 

Mr. Kimpauu. I think that is essential, sir. 

Senator McCarruy. Do you think it is safe to say that one of the 
reasons why we have had so much criticism of the information pro- 
gram in the past is because of the policy director who, according to 
his own administration, knew absolutely nothing about the Com- 
munist movement? 

Mr. Kimpatt. | think, if I may answer it this way, that we have 
not had the strongest background and caliber in that. position that 
we could have and that we need. 

Senator Fercuson. You may proceed. 


ELIMINATION OF EMPLOYMENT RESTRICTION 


Mr. Kimpa.t. If I could speak specifically to the various points of 
the appeal, the first matter appealed is for the elimination of a clause 
in the House bill to which the Under Secretary spoke this morning, 
that which restricts the total employment of what will be the new 
agency to 7,500 average annual positions and to an average number 
in each unit not to exceed 66% percent of the number now employed 
both as to the United States and local personnel. 

Mr. Chairman, I think the Under Secretary, General Smith, and 
others who spoke this morning concerning that clause covered it very 
thoroughly. It does seem to tie the hands of the new Director 
whose appointment we are anxiously awaiting. 
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With whatever sums this Congress appropriates, he should have 
flexibility to reorganize the agency to be hard hitting, and I believe 
this would tie his hands. 

Senator McCarruy. I think Senator Ferguson made a suggestion 
this morning, and that is that instead of tying us down to the dis- 
charge of a certain percentage of personnel that you tie it down to a 
certain amount of money in each department. Would that help you? 

Mr. Kimpatu. I think that would still tie his hands. Situations 
arise where a particular unit as of August 1-—— 

Senator Ferauson. No, I am not talking about a unit. 

Mr. Krimpauu. In that regard, let me point out the appeal we are 
asking for is not for full restoration. 

Senator McCarruy. Let us assume for the time being that the 
Senate gives you fifty, sixty, or seventy million dollars. Instead of 
saying you must discharge so much personnel from the Voice of 
America, from the Motion Picture Division, would it not be better 
if we would say you will spend so much money on the Voice, so much 
on the exchange program, and let the Administrator worry about 
how we will allocate the money? 

Mr. Krmpauu. That is what I thought you said. I was saying 
that would be tying his hands, although not as badly as does the per- 
sonnel provision. But to tie his hands to how much should be used 
for the Voice of America when conditions may arise that would make 
it much more important to shift some of that overseas, is not giving 
full benefit to that new direction we are hoping for. 

Senator McCarrtuy. I hate to jump over a lot of this here and get 
into different subjects, but there are certain things that come to my 
mind { would like to have cleared for the record, especially in view 
of the short time of the hearings. 


PURCHASING OF COMMUNIST BOOKS SINCE 1947 


This morning Gen. Bedell Smith said on the way down that you 
told him the State Department purchased no works of Communist 
authors since the first of 1947. I gave you a report from the State 
Department to refresh your recollection. I wonder if you would like 
to clarify that for the record. I assume there is no intimation you 
were purposely trying to deceive the General. I assume this was an 
oversight. 

Mr. Kimpatt. I might say, Mr. Chairman, that I am somewhat 
in General Smith’s same circumstance in this matter. If I could 
just state those circumstances, I have, since the last of April, been 
acting in this job of Deputy. Our division of responsibility has 
largely put me in charge of the day-to-day operations. Therefore, 
the information I presented to the general this morning I received 
as he did from someone else. What I was referring to was the informa- 
tion which was on that first group of known Communists and not. the 
second part you showed me. 

Senator McCarrny. So the record is clear, you understand now 
that a sizable number of Communist writings were purchased after 
the Ist of January 1947? 

Mr. Kimpatt. As I understand the situation, the writers concerned 
are ones who have taken refuge under the fifth amendment proviso of 
the Constitution which means they are the type of people who would 
fit into the same as the first category when they are discovered. 
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Senator McCarruy. One of the things that concerns me, which is 
contrary to the thought of many people, is that I believe in an infor- 
mation program. I believe in it strongly. I believe in the type of 
program we have been operating for the past number of years. One 
of the things that concerns me is how you can accidently purchase some 
30,000 books by men known to be either Communists or Communist 
sympathizers. How could that happen? 

Some witnesses have testified under oath that it could not happen 
accidentally, that it meant only one thing; that there wer» hidden 
Communists guiding the policy some place. 


WORKS OF HOWARD FAST 


I would like to ask you if you can tell me, how would you purchase 
all these works of Howard Fast. There is no secret about Fast’s 
background. I find you have 16 different titles and with only a few 
posts were reporting hundreds of books. If all of the 168 posts had 
reported, I assume that would run into thousands and thousands. Do 
you think that is done by accident or by someone who wanted to 
indoctrinate our friends overseas with the Communist philosophy? 

Mr. Kimpatu. I do not have personal knowledge of this. I do 
feel there has in the past been not the most efficient procedure. 
Within the last 6 weeks or 2 months we have instituted a procedure 
which I think will tighten up the procurement of the necessary name 
checks to determine the best we can on the basis of a national agency 
name check that we are not running into controversial people. 

Senator McCarruy. I am not talking about controversial people; 
I am talking about Communists and Communist sympathizers. 

Senator Ferauson. Who purchases the books? Are they purchased 
here in America and shipped to the various field libraries, or do the 
field libraries purchase them themselves? 

Mr. Kimpauu. [ will answer that as an assumption and Mr. 
Humphrey, who is head of the service 

Senator Ferauson. Is there anybody here who can answer that? 

Senator McCarruy. In that connection I asked the information 
program months ago to run down the purchase orders and get the 
pattern of who has been buying these Communist books for the past 
number of years. I have asked and reasked for that information. 
I have had the same answers. We are working on it. Can anyone 
tell me how much work you have done? 

Senator Fercuson, Do you solemnly swear in the matter now 
pending before the committee you will tell the truth, the whole truth, 
and nothing but the truth so help you God? 

Mr. Humpenurey. I do, sir. 


STATEMENT OF RICHARD A, HUMPHREY, ACTING ASSISTANT 
ADMINISTRATOR FOR INFORMATION CENTERS SERVICE 


GENERAL STATEMENT 


Senator Frrauson. State your full name and position with the 
United States Government. 

Mr. Humpurey. My full name is Richard A. Humphrey. I am at 
present Director of the Information Center Services of the ILA. 
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Senator Fercuson. How long have you been ia that position? 

Mr. Humpurey. Since approximately February 1 of this year. 

Senator Frrauson. It is surprising how many new people we get 
just starting in these jobs. 

Do you know who purchased these books? 

Mr. Humpurey. | think | can make some comment on that. 

Senator Ferauson. We want more than comment. We would like 
to have facts. 

Mr. Humpurey. I think I can give you some facts on it. 

Senator McCarruy. I hate to interrupt you, but have you ever 
done what I asked you to do, run down the purchase orders so you can 
come in today and say John Jones bought this Communist book on 
the 10th of August 1952 or whatever the date was? Is there any way 
of doing that? 

Mr. Humpnurey. There is not any way of actually doing that, 
Senator. I have made every effort to see whether that could be done. 


RESPONSIBILITY FOR BOOK PURCHASES 


Senator Fmreuson. You mean you have a chain of command and 
you cannot tell who is responsible for the purchase of books for 
overseas libraries? 

Mr. Humpurey. May I explain that the judgments on the purchase 
of any 

Senator Frreuson. We are not talking about judgment on the 
purchase. Who purchased them? 

Mr. Humpurey. We order the books in Washington. 

Senator Frreuson. ‘We’ does not mean a thing on this record. 
I think there are 42,000 in the State Department. 

Mr. Humpurey. The Information Center Service orders the books 
in Washington. 

Senator Freracuson. That means about 11,850. Let us get down to 
who is responsible for ordering the books. 

Mr. Humpsrey. Ultimately, it is my responsibility at the present 
time in the name of my people. 

Senator Frercuson. Before February, whose responsibility was it? 

Mr. Humpurey. My predecessor, Mr. Dan M. Lacy. 

Senator Fmrauson. How long had he been with this section? 

Mr. Humpurey. For a period of 15 months in charge of the Infor- 
mation Center Service on loan from the Library of Congress. 

Senator Fereuson. And prior to that who was responsible? We 
want to get back to 1947. 

Mr. Humpeurey. Mr. Lawrence Morris was Mr. Lacy’s prede- 
cessor, I believe. 

Senator Ferauson. For how long a time? 

Mr, Humparey. That I cannot tell you. 

Senator Fereuson. Will you get it for the record? 

Mr. Humpurey. Yes. 

(The information referred to follows:) 





Tenure or Lawrence 8. Morris 


Division of Libraries and Institutes: Chief, July 10, 1949. 
Division of Overseas Information Centers: Chief, July 13, 1951. 
Transfer to the Foreign Service, August 22, 1951. 
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FURTHER DISCUSSION OF BOOK PURCHASES 


Senator McCarrny. That is the request we made months ago. I 
think it is impossible to intelligently appropriate funds unless we 
know who has been purchasing these Communist books, to know 
whether they are still with you or not. I cannot understand the 
reluctance on the part of the information authorities to run down this 
information and just tell us who purchased these books. The only 
conclusion I can arrive at is that you still have those men there in a 
position of power and you are afraid to have them exposed, because 
certainly you have some kind of bookkeeping which allows you to 
know who bought the 30,000 Communist books. 

Senator Ferauson. How long ago were you asked to get the data 
as to who was responsible for the purchase of alleged Communist 
books? 

Mr. Humpurey. I would have to say I think about April. 

Senator Fercuson. Do you mean to say you have not the answer 
yet? 

Mr. Humpurey. I do not think it is possible to give it in that form. 
I did request a special security check of our whole service in the light 
of this question to determine whether or not any such person could 
be on the rolls. 

Senator Ferauson. You mean since April you have not been able 
to get out of the Department an answer as to who was responsible for 
the purchasing of these alleged Communist books? 

Mr. Humpurey. May I tell you where the sources of these books 
are in order to get an answer on this? 

Senator Fereuson. Please answer my question. I want to know 
whether you were able to get an answer. 

Mr. Humpnrey. Not in these terms, Senator;no. We have gotten 
some of these books from other sources. We have bought some our- 
selves. Our people have bought them in the field. Under general 
criteria, which are supposed to govern the whole selection process, in 
selecting a book here, sir 

Senator Fereuson. Here in America? 

Mr. Humpnrey. Here in the United States. We try to determine 
two sorts of things about it, and that requires at least two different 
people’s judgments. 

Senator Fercuson. Wait. You are not answering my question at 
all. You are trying to tell me how you arrive at buying the books. 
I want to know who bought the books. 

Mr. Humpurey. I can give you the lists of our people who select 
books. 

Senator Feracuson. No; who did purchase these Communist books? 

Mr. Humpnurey. There is no record, purchase record, from Wash- 
ington of the purchase of any of the books by known Communists. 

Senator Ferauson. They were paid for by the United States 
Government. 

Mr. Humpurey. Some of those were and some of them were not. 
Some of them were presumably given in the field and some of them 
may have been bought in the field, but we have been unable to de- 
termine who bought them. 
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METHOD OF PROCURING BOOKS 


Senator Fercuson. Could I find out the method of procuring a 
book for overseas libraries? 

Mr. Humpnrey, Yes, sir; I would be glad to tell you. We select 
from an output of about 12,000 books a year. 

Senator Fercuson. Please do not use the word “we.” 

Mr. Humpnurey. The Information Center Service selects from about 

2,000 books a year. We have people in the Service who are special- 
a as bibliographers. We have people who are specialists in the 
areas to which the books will be sent. On a decision on a given book 
we try to have both kinds of judgment bear on it to determine whether 
it is a good book to send. 

Ultimately, in virtually every book we send, if it is sent in a packet, 
a committee of such persons sits and determines what books should go. 

Senator Ferauson. Are the books read before they are selected? ? 

Mr. Humpnrey. The books are not all read through before they 
are selected. We rely, as does any library system, upon certain 
bibliographical advices as well as reading all the way through the 
book. Book reviews, bibliographical aids, and various kinds of 
reviews on contracts are available in which we attempt to determine 
program utility. Some books we do read all the way through. 


BOOK REVIEWS 


Senator Fereuson. You mean you have readers who review the 
book? 

Mr. Humpurey. We have a certain number of readers—we have 
some on contract—who do read the books for us and make recom- 
mendations. They do not make decisions. 

Senator Ferauson. And give an evaluation? 

Mr. Humpnurey. Yes, sir. 

Senator Ferauson. Was that done on these books the Senator from 
Wisconsin is talking about? 

Mr. Humpnrey. Not on the books by known Communists, sir; so 
far as | can find out. 

Senator Fereuson. Do you know whether or not any book by any 
known Communist got on the shelves of overseas libraries run by the 
the United States? 

Mr. Humrpnrey. We have found books by known Communists on 
those shelves. We have so listed them. 

Senator Ferguson. How many would you say there were? 

Mr. Humpurey. So far as I can find, 39 books, 25 titles. 

Senator Frreuson. Thirty-nine individual books and how many 
titles? 

Mr. Humpurey. Twenty-five. 

Senator Fercuson. Would you say you found out who was re- 
sponsible for putting them on the shelves? 

Mr. Humpnurey. The records in the post do not indicate that. We 
have tried to find that out. We inherited some from OWI and 
from the Army. 

Senator Magnuson. Where were they found? 

Senator Fercuson. What country? 

Mr. Humpurey. I have that for you. 
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REMOVAL OF BOOKS 


Senator McCartruy. I understand you have only removed 39 
books. 

Mr. Humpurey. No, sir; we have removed more. 

Senator McCarruy. The works of how many authors? 

Mr. Humpnrey. The works of a total of 21 plus 8, 29. 

Senator McCarruy. Do you have a list of those authors? 

Mr. Humpurey. We have. It is included in the repert which 
you have. 

Senator Maanuson. You said you had 39 books and 25 authors. 

Senator Ferauson. Twenty-five, I understood him to say. 

Mr. Humpnrey. Yes; 8 authors, 25 titles, and 39 books by known 
Communists. 

Senator McCarrny. Eight authors? Is the answer eight authors? 

Mr. Humeurey. Eight known or avowed Communists. 

Senator Macnuson. And 25 titles and 39 books. 

Where were these 39 found? 

Mr. Humpnrey. They were found in various places. Some were 
found in London, some were found in Mexico City and in Santiago 
in South America, some in Montevideo, and some in the Far East. 
I think that is about the sum of it. 

Senator Macnuson. That is spreading 39 pretty thin. 

Mr. Humpnurey. That is true, but they were mostly individual 
copies. 

Senator Ferauson. Were they in English? 

Mr. Humpurey. Some were in translation, but most were in 
English. 

Senator Macnuson. Did you find m any one country of the 39, 
say 5 or 6, or was there just | in each place? 


LONDON LIBRARY 


Mr. Humpnrey. We found two in London. 

Senator Maenuson. Two books in London? 

Mr. Humpurey. Two of them in London. 

Senator Magnuson. How many did you find in Mexico City? 
How many books? 

Mr. Humpurey. By known Communists, I would have to get that 
for you. 

Senator Magnuson. You have only 37 left. 

Mr. Humpurey. | think the answer there was three, but I would 
hate to say. 

Senator Magnuson. It would be around that number? 

Mr. Humpurey. This is significant, sir, because in Mexico City 
and Managua, which I mentioned, we had libraries inherited from 
the standard American Library Association pattern which was 
dissimilar from the specialized purpose of this library. The London 
library was also a specialized library. 


MEXICO CITY 


Senator Maanuson. Let us take Mexico City. You say there 


were 3 or 4 books there. You say you inherited part of those books. 
How many books would you have in the whole library? Just generally. 
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Mr. Humpnrey. I think the Mexico City collection in the Infor- 
mation Center is about twelve to fifteen thousand. 
Senator MaGnuson. You inherited some of those and you found 
three. You said you found two in London. 
Mr. Humpurey. That is what my memory says. 
Senator Magnuson. How many volumes would you have there? 
Mr. Humenrey. The London collection is very similar in size. I 
| believe it is a little smaller than Mexico City. I would say about 
i 10,000. 
| Senator Ferauson. Do you know the names of those in London? 


BOOKS BY EARL BROWDER 


Mr. Humpurey. Two of the Browder books were found in London. 

Senator Ferauson. Earl Browder? 

Mr. Humpsrey. Communism in the United States is one. 

Senator McCarruy. This witness’s testimony is in complete con- 
tradiction of the other witnesses’ testimony. 

Senator Magnuson. May I finish here? We have gotten rid of 
London and Mexico City. 

Senator Ferauson. I want to find out whose books were in Mexico 
City. 

Mr. Humpurey. May I secure that information for the record, 
because I do not have that with me. 

Senator Ferauson. Do you know who the author was? 

Mr. Humpurey. I would not know that without knowing which 
book it was. 

Senator MaGcnuson. Where did you find them in the Far East? 
Japan or Formosa? 

Mr. Humpurey. Some were in Japan, and some were in Korea, one 
or two, I believe, in Singapore. 

Senator MaGnuson. So you have about 20 left. Those were 
scattered around, 1 or 2 here and there. 

Mr. Humpurey. I have here the information on the locations 
exactly. 

Senator MaGnuson. Let us have them for the record. 

Senator McCarruy. You are referring now to authors that are 
known Communists? 

Mr. Humpurey. Known or avowed Communists. 

Senator McCarruy. By people who say “I am a Communist’’? 

Mr. Humpurey. Such as Earl Browder. 

Senator McCarruy. I am not referring to the books of authors who 
have refused to tell under oath whether they are members of the 
Communist Party. 

Mr. Humpnurey. Those I am not talking about at the moment, 
but I would be very glad to. 

Senator McCarruy. Just for your benefit, you should clarify the 
record. You said you removed the works of eight authors. Actually 
you have removed the works of many more than eight authors. 

Mr. Humpurey. That is true. 

Senator McCartuy. And many more than 39 volumes. 

Mr. Humpurey. By the eight authors I mean known Communists. 

Senator McCarruy. The famous Communists like Earl Browder 
and Agnes Smedley? 

Mr. Humpnurey. That is right. 
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Senator Magnuson. Authors who were obviously on-the-face 
Communists? 

Mr. Humpnurey. That is right. 

Two copies of Browder in London, 1 nn Montevidio; of Ehrenburg 
there were 3 copies, 1 in New Delhi, 1 in Damascus, and | in Medan. 

Of Foster, there was one copy in Mexico. Of Maxim Gorki, 
there were copies in Managua, Nicaragua, Tripoli, and Tangier. 

Of Lysenko, a copy in New Mexico. Of John Reed, a copy in 
Mexico, Manila—two copies in Mexico and Manila. Of Agnes 
Smedley, copies in Mexico, London, Cairo, Taipei, Hanoi, Montevideo. 

Senator McCarruy. What page are you reading? 

Mr. Humpurey. Page 593 of the supplemental appropriations bill, 
House, part 1. 

Senator MaGcnuson. One copy in Taipei? 

Mr. Humpurey. | believe so. 

Of Anna Louise Strong, copies in Mexico, Naples, Hanoi, Jakarta, 
Managua, Montevideo, Johannesburg, Madrid, Tangier, and Mon- 
rovia. I believe that is all. 

Senator McCarruy. How many volumes have you ordered? 

Mr. Humenrey. We have ordered off the volumes of 29 authors. 

Senator Fercuson. How many titles? 

Mr. Humpurey. Of those, 78 titles, as we estimate it, are involved 
beyond those of the known Communists, or a total of 78 plus 25, or 
103. 

Senator Fercuson. How many books? 


BOOKS OF FIFTH AMENDMENT REFUGEES 


Mr. Humpurey. I cannot give you that exact figure. We can tel! 
you the books of the people who took refuge behind the fifth amend- 
ment which were purchased. That totals about 1,308 plus some 
1,744 copies of a pictorial map of the United States. Others we did not 
purchase; we do not have records at the moment of how many there 
were. 

Senator McCarruy. Do you have any idea how many were removed 
all told? 

Mr. Humpurey. With the two categories of the known—— 

Senator McCarruy. All categories you have ordered removed. 

Mr. Humpurey. That would total in number of titles about 103 
titles, something in the neighborhood of 2,000 books. 

Senator Fercuson. When did you start the removal of books from 
overseas libraries? 

Mr. Humpurey. Books are removed pretty continuously all the 
time. With regard to these particular books, these were ordered off 
the shelf early this spring. That is the known Communists as they 
were found. 

STATE DEPARTMENT LIBRARY 


Senator Ferauson. Have you a library here in the State Depart- 
ment? 

Mr. Murpnuy. There is a library in the State Department. 

Senator Frercuson. Have you a library connected with your 
Department? 

Mr. Humpurey. We have only a library of bibliographical tools. 
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Senator Fercuson. Are any of these books from these authors in 
your library? 

Mr. Humpnurey. Not that I know of. 

Senator McCarrny. Have the works of Corliss Lamont been 
ordered removed? 
Mr. Humpurey. I do not believe so. I did not know they were on, 








JOHN K. FAIRBANKS’ BOOKS 





Senator McCartruy. How about John K. Fairbanks? 

Mr. Humpurey. They have not been ordered removed. 

Senator McCarruy. May I point out there are 66 copies of Fair- 
banks’ United States and China still on your shelves. May I quote 
from that book and see if you want this material on the shelves? 







If we look only at the doctrines of the Chinese movement, we can disceri: and 
emphasize upon human welfare which seems to echo the Chinese humanist tradi- 
tion. Mao Tse-tung’s concern is with the people, not the state. Undoubtedly 
it is this aspect of Chinese communism which has attracted genuine liberals, men 
who, as General Marshall stated, would put the interests of the Chinese people 
above ruthless measures to establish a communized ideology. 






























This fulsome praise of the Chinese Communists is, according to the 
information which we received from the State Department, in 66 
information centers. Do you think it should be? 

Mr. Humpurey. On the basis of that quotation, I do not think it 
should be. 

Senator McCartruy. Who is responsible for the purchase of those 
66 books? Could you find out? 

Mr. Humpurey. | will attempt to find out. 


SCOTT NEARING 


Senator McCartruy. How about Scott Nearing? Have his works 
been removed? 

Mr. Humpurey. He refused to testify on the grounds of the fifth 
amendment? 

Senator McCarrny. Unless our committee called a witness and 
proved he was a Communist, you would not remove his books? I am 
not criticizing; I am just asking. 

Mr. Humpurey. That is what is true up to now. 

Senator McCarruy. This places a tremendous burden upon the 
committee if we must call every author and if we must determine for 
you which books should be on the shelves. It would mean our com- 
mittee could do nothing else but that. 1 am wondering if there is not 
some way you can determine that yourself. 

Mr. Humpurey. This is exactly the problem that I would like to 
say a little something on. Our resources are not investigative 
i resources. Our competence is only in attempting to determine on 
the basis of what something says, whether it is a useful book in the 
program or not. We are, however, as you know, guided by the 
reputation of an author. We do not have resources to determine 
even all the known, much less the covert Communists in the United 
States. What we do say is that when we know of them or when they 
are exposed, we are then in a position to take this kind of action. But 
we cannot shoulder investigative responsibility. 
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Senator Macnuson. I understood your answer on the 39 books of 
avowed Communists that you felt the contention of those books did 
not serve a purpose. 

Mr. Humpnrey. That is true. 

Senator MaGnuson. But you still have books on the shelves of 
Communistic authors. 

Mr. Humpnrey. We do not have any in the known Communist 
category. 

Senator Macnuson. But you have Karl Marx. 

Mr. Humpnrey. We do not. 

Senator Maanuson. Have you taken that out? 

Mr. Humpnrey. It was not in so far as I know. 

Senator Macnuson. I understood this morning that there were 
some descriptions of communism or marxism that you people or the 
State Department deemed advisable to have to make comparisons 
and some known Communist authors, some of the Communist writers 
that would be used to some good advantage. Have they all been 
taken off? 

Mr. Humpurey. I believe General Smith was making that testi- 
money. He was saying that he felt such could be. I am trying to 
testify merely as to the facts about Karl Marx. 

Senator Maanuson. So there is no book now on the shelves what- 
soever that you know of by any avowed Communist author? 

Mr. Humpnrey. So far as I know, sir. That is true. 


SELECTION OF BOOKS 


Senator McCarruy. Who determines what books will be put in 
the various centers? Is that determined in Washington or do the 
heads of the six libraries make that determination themselves? 

Mr. Humpurey. It is a combination of both, but we are attempting 
to centralize it more in Washington now than we have heretofore. 
This is the way it. is done: We attempt to determine those books 
which have utility but let the field select for the individual posts 
within that list, or those packets, what it regards as most useful in 
any individual place. 

Senator Maanuson. Is Mein Kampf on the shelf? 

Mr. Humpnrey. I| do not know. 

Senator McCarruy. Can you find out who bought the 66 copies of 
John K. Fairbanks’ book, the 1 from which I just read, in which he 
extolls the virtues of communism? 

Mr. Humpnurey. | can tell you how I would go about it. 

Senator McCarruy. Can you find this? I have asked you this 5 
months ago. You have this great list of known Communists and 
men known, if not members, of the party doing the work of the party. 
I have asked you to take just one of those individuals, take Howard 
fast, and get me the purchase order. 

Mr. Humpurey. I have said I would. 

Senator McCarruy. I want to know who purchased those books. 

Mr. Humpnrey. I have said I would. 

Senator McCartruy. Can you do it? 

Mr. Humpurey. I can, 








of 
d 





Sab te 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 659 


Senator McCarruy. We asked you for this 5 months ago. Do you 
know why it has not been done? 

Mr. Humpurey. Because, in equity, the person whose name is on 
the purchase title does not mean the person who selects it. 


PURCHASE OF HOWARD FAST’S BOOKS 


Senator McCarruy. Do you mean to say over in your Department 
you cannot find out who is responsible for the purchase of Howard 
Fast’s books? Is there no way in which you can determine that? 

Mr. Humpnurey. There are a number of people responsible, sir. 
It is a combined judgment. That is what I am trying to demonstrate. 

Senator McCarruy. Can you give us the number of people who 
are responsible? 

Mr. Humpurey. | can, and I can give you the people who select 
books. 

Senator McCarruy. Let me read briefly from another book you 
say has not been removed from the shelves. ‘This is paid for by ‘the 
taxpayers. This is supposed to advance our way of life, and it is by 
Scott Neering. 

The Soviet Union was therefore the symbol of the popular triumph over privi- 
lege. Privilege the world over recognized the situation and did its utmost to 
destroy the Soviets. The overthrow of the Soviet Union would have meant a 
decisive and overwhelming victory for privilege. While the Union endured, 
however, it was the logica] homeland of the people’s struggle. 

Do you not think books like that should be removed? 

Mr. Humpnrey. Yes. 

Senator McCarruay. How are we going to do it if we have to go 
through each book? 

Mr. Humpurey. That I realize is a superhuman task. 

Senator McCartruy. Someone read it. I am not blaming you. 
I do not know how long you have been with the Library Division. 
But certainly someone read this very excellent praise of the Soviet 
Union. Somebody purchased that book. I cannot help but think— 
and I think any Jogical man would think—the reason why we have 
not been able to find out who purchased the books over the past 5 
months is that that man must still be in the Department. I cannot 
conceive of you not having bookkeeping which would allow you to 
find out who purchased those books. 

Mr. Kimpatt. I have not looked into this personally, but we should 
be able to find out anything within recent years as to who selected 
the books. Furthermore, there is no question that the ITA, to be the 
USILA, should take the responsibility for the contents of the books. 
When the questions come up from other sources, whether they be 
the FBI or an investigating committee, that proves something deroga- 
tory, such as communism, about an author, then we have to rely on 
such sources in connection with authors. 


OFFICE POLICY 


Senator Fereuson. Could I ask the gentleman who came in in 
February to tell me whether or not when you came into the office there 
was a written policy of what you were trying to do by the use of books 
in libraries in foreign countries, 

Mr. Kimpatu, Yes, sir; there was. 
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Senator Fercuson. Have you got it with you? 

Mr. Kimpa.u. I believe so. If I don’t, I can get it for the record. 
Senator FerGuson. Will you insert it in the record? 

Mr. Kimpauu. Yes. 

(The information referred to follows): 


INFORMATION Po.icy ror Usk or MATERIALS PropucED BY CONTROVERSIAL 
PERSONS 


I, PURPOSE 


The purpose of this instruction is to establish criteria to govern use in the 
ITA program of already existing books, writings, paintings, music, pictures, films 
and other output, produced or created by persons who are subjects of public 
controversy. 

Il. DISCUSSION 


The question has often been raised within IIA and elsewhere of the relation of 
the political or ideological controversiality of the creators of material to the use 
of that material in ILA programs. Clearly, authors or other creators commis- 
sioned to prepare material for I1A use need to be selected with the utmost care to 
assure that their products will fully serve ILA purposes. But here the problem is 

ather whether existing creations by controversial persons can be useful in at- 
taining certain IIA objectives. Usefulness, therefore, is the basic consideration. 

The United States Advisory Commission on Educational Exchange, the body 
legally established to represent the public in advising the Department on its over- 
seas educational and cultural programs, unanimously adopted the followintg 
resolution after a prolonged study of this particular problem: “The content of 
the book, regardless of authorship, [should] be the criterion which determines 
its availability for inclusion in USIS libraries.” The contrary view would argue 
that the Department should bar from use in its programs, without reference to 
the material itself, any product of an author or creator who is himself the sub- 
ject or likely to become the subject of domestic controversy. There is consider- 
able pressure to follow thé latter course, though the problems involved in doing 
so have never been formally passed on by the Congress. 

The reputation abroad of an author affects the actual utility of the material. 
If he is widely and favorably known abroad as a champion of democratic causes, 
his credibility and utility may be enhanced. Similarly, if—like Howard Fast—he 
is known as a Soviet-endorsed author, materials favorable to the United States 
in some of his works may thereby be given a special credibility among selected key 
audiences. 

The withdrawal or obvious barring of a controversial author’s work from a 
collection, exhibit, or the like where its absence or withdrawal will come to public 
attention abroad may have a seriously adverse effect on the credibility of ITA. 

The problem of determining who is and who is not a controversial or potentially 
controversial figure presents major difficulties. It follows therefore that in order 
to be sure that the product is useful in attaining IIA objectives careful scrutiny 
must be given to the product of any person whose political orientation has been 
questioned. 

The publications of organizations are normally issued for the specific purpose 
of advancing their organizational objectives. The publications of organizations 
on the Attorney General’s list of subversive organizations may hence be assumed 
without further review to be subversive in intent. 


III, CRITERIA 


In the selection of materials, writings, art, photographs, films, etc., it should 
be possible, as a general rule, to draw upon the great body of resources available 
produced by persons whose ideological position is unquestioned. Admitting, 
however, that usefulness to IIA is the basie consideration governing inclusion of 
any materials in IIA collections, there are times when items produced by ideologi- 
cally questionable persons may be advisable. In view of the great resources avail- 
able to IIA, the latter action would necessarily be the exception rather than 
the rule. 

The criteria governing that exceptional action are the following: 

1. Content of the product, not authorship, will be the primary criterion. This 
means that other factors are to be considered. 
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2. Materials produced by a person whose ideologies and views are questionable 
or controversial will not be used unless: 

(a) The material supports importantly (not incidentally) a specific IIA objec- 
tive; and the converse, that is, none of the content is detrimental to the objectives 
of the United States Government. 

(b) The material is substantially better than other material available for the 
purpose, that is, support of a specific objective of ITA. 

(c) Failure to include the material would i: npair the general credibility of ITA. 

3. The effectiveness of the material, judgeci as promoting importantly a specific 
IIA objective, has been weighed against the possible harm resulting from the 
enhanced prestige the controversial producer may acquire by virtue of the inclu- 
sion of his product in IIA operations. The balance must be clearly and strongly 
in favor of the effectiveness of the material. 


IV. REVIEW PROCEDURE 


If in the application of the above criteria any doubts are entertained by the 
responsible officials in IIA or in missions overseas, the items concerning which 
there are such doubts will be submitted to a review board. 

The chief of mission is requested to name a review board of three members, 
of which the public affairs officer shall be one, to review all materials concerning 
which the public affairs officer may be in doubt, produced by ideologically ques- 
tionable persons. The review board may be on an ad hoc or standing basis as 
suits the convenience of the mission. 

Within ITA, a Standing Review Board is to be established, to meet, from time 
to time as may be required, to consist of three members to be appointed by the 
Administrator. All materials concerning which there is doubt within IIA may 
be referred to the Standing Review Board for decision. 

Should the review board at an oversea mission not be able to resolve doubts 
regarding the selection and use of items produced by ideologically questionable 
persons, such items may be submitted to the Standing Review Board of ITA under 
cover of an operations memorandum marked for the attention of ITA. 

For the Administrator: 

W. Brapiey Connors, 
Assistant Administrator for Policy and Plans. 





USE OF ATTORNEY GENERAL’S LIST 


Senator Frrcuson. Did it in any way condemn literature or books 
that were favorable and attempted to justify or to carry out the cause 
of communism? 

Mr. Humpurey. I believe it did, sir. We have tried to gage our 
selections to such lists as the Attorney General’s list to avoid having 
that type of material in. 

Senator Fercuson. But did the regulation itself attempt to bar 
those kinds of books? 

Mr. Humpnrey. The regulation, the governing regulation at that 
time, as I understand it, said that books by persons in public con- 
troversy should not be used unless there was an overwhelming reason 
to do so. This put the flag on such persons. 

Senator Ferauson. Would you consider Earl Browder at that time 
& man in controversy? 

Mr. Humpurey. I think he certainly is, in the largest sense. 

Senator Fercvuson. I am just trying to see what the rule meant. 

Mr. Humpnrey. Yes. This is an easier case than some. 

Senator Farauson. William Foster, you had one of his books. He 
was indicted and could not be tried because of illness. Would he be 
considered a man in controversy? 

Mr. Humpurey. I think so. 

Senator Fercuson. You only think so? 

Mr. Humpurey. I do not doubt it. 
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Senator Fxureuson. When you came in did you change the order? 

Mr. Humpnugey. The order was rescinded shortly after I came in, 
and the order was issued that books by known Communists, con- 
troversial persons, et cetera, were to be omitted from the system. 
We took very great pains and care since that time to so omit those 
books. We instituted special screenings in the field to make sure 
they came out. 

Senator Ferauson. So you would Say since February when you 
came in or shortly afterward there have been new regulations that 
are more specific, 1s that right? 

Mr. Humpurey. That is true, on this point. 

Senator Fercuson. You think they would keep from being put on 
the shelves, books that are propaganda for the Communist Party? 

Mr. Humpurey. I am sure that is true. 

Senator Maanuson. “People who are in controversy.” About 
what? About the question of communism? 

Mr. Humpnrey. In this sense I mean such as persons refusing to 
testify. 

Senator MaGgnuson. You did not mean anyone in public contro- 
versy? 


Mr. Humpurey. No. 





BOOK BY BISHOP OXNAM 


Senator Macnuson. Would you consider a book by Bishop Oxnam 
to be favorable or unfavorable, using that criteria? 

Mr. Humpurey. We would judge that book on its contents. 

Senator Magnuson. You would take a look at that? 

Mr. Humpnrey. Certainly. 

Senator McCarrny. Just before neon, Senator Hickenlooper made 
the positive statement he felt we should not purchase the book of any 
Communist author. He stated that it would be contributing to the 
Communist movement. Did he figure the Communist author? 
What is your thought on that? Do- you think we should purchase 
the work of a Communist author? 

Mr. Humpurey. I do not think we should do so except in the terms 
which the Under Secretary stated this morning, that we should not 
deprive ourselves of any weapon for the purpose of confuting Com- 
munists through the use of the books of the type he mentioned. 

Senator McCarruy. How about fiction works of a known Com- 
munist? 

Mr. Humpurey. I do not believe they would demonstrate such 
unusual utility that they should be used. 

Senator McCarruy. You can see no reason to purchase the western 
stories or works of fiction by a known Communist author? 

Mr. Humpnurey. I do not. 


DASHIELL HAMMETT CASE 


Senator McCarruy. We have the case of Dashiell Hammett. 
Dashiell Hammett spent some time in jail because he refused to give 
information upon the Communists whose bail he went. He was 
head of the committee to acquire bail for some top Communists. 
The court wanted to find out where they went. They skipped out. 
I believe some of them are still a. w. 0.1. He spent some time in jail. 
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He was before the committee. He was asked whether he was a mem- 
ber of the Communist Party. He refused to answer. Then he was 
asked this question: 

In addition to that you have written, I think, in your earlier period on some 
social issue? 

Answer. I have written short stories. Did you know it is impossible to write 
anything without taking some sort of a stand on social issues? 

Here is a man saying you cannot write unless you take a stand on 
social issues. 

You say it is impossible to write about anything unless taking a stand on 
social issues. 

Then on page 85: 

Did any of the money which you received from the State Department find its 
way into the coffers of the Communist Party? 

Answer. I decline to answer on the ground that the answer might tend to 
incriminate me. 

Question. Let me put the question another way. Did you contribute any 
royalties received as a result of the purchase of these books by the State Depart- 
ment? Did you contribute any of those royalties to the Communist Party? 

Answer. I decline to answer on the ground that my answer might tend to 
incriminate me. 

Can you see any reason for putting the works of a man like Ham- 
mett who spent time in jail in connection with his Communist 
activities, who says, ‘Everything I have written has social implica- 
tions,” who says, “I won’t tell how much of the money I got from the 
State Department went into the Communist coffers because if I told 
I might go to jail’’—can you see any reason why his works should be 
carried in our libraries? 

Mr. Humpurey. We would not buy them under those circum- 
stances. 

Senator McCarruy. You think it is a great mistake to have bought 
them? 

Mr. Humpurey. But we didn’t know at the time they were bought. 
I think we inherited most of those. 

Senator McCartruy. You think it is a mistake to have purchased 
his works? 

Mr. Humpnrey. Yes, a man with those views. 

Senator McCarruy. You ordered them returned to the shelves 
after they were taken off. Can you tell me why you ordered the 
works of a well-known Communist, a man who was jailed in connection 
with his Communist activities, returned to the information shelves 
abroad? Why are they needed? Do they teach the American way 
of life? 

Mr. Humpurey. They were not ordered back on. They were 
authorized. I believe it was felt that to leave them off, in view of his 
reputation as a mystery writer, one of the principal ones in the United 
States, would do the United States more damage than to leave them on. 

Senator McCarruy. Do you think it would damage the United 
States to leave off the works of a man who is part of the Communist 
conspiracy? 

Mr. Humpurey. There is some evidence from the field that that 
happened. 

Senator McCartuy. In what way could it hurt? You have 
thousands of mystery writers. If we must supply mystery stories to 
the people of Europe 
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Mr. Humpurey. I think there could well be other mystery stories, 
but the removal of any book from any library which is maintained by 
the United States, unless it is a book such as Earl Browder’s, causes 
considerable comment in the local area. This does some damage to 
the United States. 

Senator McCarruy. In commenting upon removing Communist 
works? 

Mr. Humpurey. Yes. 

Senator McCarruy. Do I understand you are leaving the works of 
Communist authors on the shelves? 

Mr. Humesrey. They have been ordered off and they have not 
been ordered back on. 

Senator McCartuy. Is Hammett a special case? 

Mr. Humpnrey. None have been ordered back on. His is the only 
one that has been authorized back on for the reason which I have 
stated. Iam trying to interpret what I believe to be the policy of the 
administration. 


DETERMINATION OF USE OF HAMMETT’S BOOKS 


Senator McCarruy. Who decided Hammett’s books should be 
back on? 

Mr. Humpurey. This is a decision in the administrator’s office. 

Senator McCarruy. Who decided it, Dr. Johnson? 

Mr. Humpurey. Ultimately, yes. 

Senator McCarrny. Were the books read first to find out what 
social significance or political significance, if any, they had? 

Mr. Humpurey. They were not in this instance, so far as I know. 

Senator McCarrny. See if I get the picture correctly. First, 
you ordered Hammett’s books off the shelves. Then, without read- 
ing them, even though you knew of his jail record, his testimony 
before the committee that all of his books have social significance, you 
ordered them back on the shelves because you thought he was such 
an important mystery writer that it might hurt us if we took his books 
off our shelves? Is that correct? 

Mr. Humpnurey. That is correct, except that we did not order 
them back on; we authorized them. 

Senator Frercuson. Will you explain the difference between au- 
thorizing them back and ordering them back? 

Mr. Humpurey. That left it up to the field in terms of its local 
decision to put them back on or not as it felt most desirable. 


HAMMETT PRO-COMMUNIST PUBLICATION IN ITALY 


Senator McCarrny. You know Mr. Hammett is writing for a 
pro-Communist publication in Italy so you put his books on your 
shelves in Italy. They are there with our stamp of approval. One 
day Pete Smith goes into our information center and picks up a 
book by Dashiell Hammett. There is our stamp of approval. The 
next he picks up the Communist publication damning the United 
States, praising communism. Doesn’t that do a great disservice to 
us? Does that not tell the Italians who read that book that this man 
Dashiell Hammett has our approval or we would not purchase his 
books? 








a AE I oT alg 


ne 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 665 


Mr. Humpurey. We have said that the purchase and placement 
of a book in this service does not imply the endorsement of the 
United States. 

Senator McCarrny. I do not care what you have said. If I am 
an Italian or if 1 am a German or a Frenchman, or if I am in China, 
and if I see a huge banner, “United States Information Center,” if 
I walk into that center and find a book on the shelf, I will not call 
you in Washington and say, “Does that have your approval?” It 
has your approval or it would not be there. 

[ am entitled to think that, especially when you say that the pur- 
pose of the library is to teach these foreign people about America, 
teach them our way of life. 

How can you say it does not bear our stamp of approval? 

Mr. Humpureey. There are a great many books with a great many 
views which conflict. This is what I mean: We could not endorse 
the different views of the books we put on the shelves and still be 
consistent. 

Senator McCarruy. Do you think you should have books on the 
shelves that do teach communism either directly or indirectly? 

Mr. Humpnrey. I do not, sir. 

Senator McCarruy. Since you are head of the library section, is it 
your position pow that you will purchase no more books by Commu- 
nist authors, either fiction or otherwise, unless there is some very 
unusual situation? 

Mr. Humpsrey. That I believe is a correct statement of our position. 

Senator McCarruay. Can you think offhand of any Communist 
author whose works you think should be purchased now? 

Mr. Humpurey. | cannot think of any we should purchase now. 

Senator McCarrnuy. You say, and pardon me for the repetition, 
that you are or are not ordering off the shelves all of the works of the 
Communist authors? 

Mr. Humpeurey. All we know have been ordered off. If we find 
more, we will order them off. 

Senator McCarruy. How about the man who won’t tell, “I am a 
Communist or not’’ under oath? 

Mr. Humeurey. We have ordered all of those off we know of, in 
the testimony before your committee up to July 1 of this year when 
the new policy was under consideration. I do not know what the 
new Administrator will wish to do about that. 

Senator McCarruy. What do you think? 

Mr. Humpnrey. I think such refusal to testify raises such a strong 
presumption against the man that we probably should not use his 
book except in extraordinary circumstances that General Smith 
described this morning. 

Senator MaGNnuson. Suppose you read the book and found there 
is nothing in the book like that. I am speaking about the man who 
may have invoked the fifth amendment, Senator McCarthy. Sup- 
pose you read the book and the book contained no propaganda. It 
might have been about some other subject. Then would you apply 
the same rule? 

Mr. Humpnurey. I think we would, and I don’t think that we would 
buy it. I think it would have to contain such obviously useful con- 
tent from our point of view as to justify buying it under those cir- 
cumstances. If it was an indifferent book, even if it had no Communist 
propaganda, I don’t think we would buy it. 
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TRADE PUBLICATIONS 


Senator Magnuson. Do you have trade publications? 

Mr. Humpurey. Yes. 

Senator MaGnuson. How do you evaluate them? 

Mr. Humpurey. We evaluate them generally. You mean maga- 
zines and that sort of thing? 

Senator Magnuson. No. Do you have books in the libraries to 
teach mechanical trades, electrical trades, carpentry, and woodworking? 

Mr. Humpnurey. Yes. 

Senator Magnuson. How do you evaluate them? Toes it make 
much difference who the author is as long as it is a good treatise on 
the trade? 

Mr. Humpenrey. We try to determine from persons who are ex- 
perts whether those are the best books or best publications or magazines 
we can get. I think if a person refuses to testify on the basis of the 
fifth amendment, we try to find some other book in the same field. 

Senator Maanuson. Suppose the world finds someone, even be- 
behind the Iron Curtain, say, Czechoslovakia who might discover 
a new, simple method of some trade, electrical method, or a Letter 
way to make shoes, or something. Would you then deny the people 
in the world the use of that book because there might be some suspicion 
on his political views? 

Mr. Humpurey. | think this would be a very unusual case. [| 
don’t know how we would decide it. It would depend entirely on the 
book. 

Senator Maanuson. I don’t suppose you would have a chance to 
get at those and purchase them? 

Mr. Humpurey. We don’t normally purchase the works of foreign 
authors. 

Senator Maanuson. It seems to me if you are trying to teach 
people all over the world to have a better way of life, themselves, in 
their daily living,-in trades, that you might want to give them the 
best you could, regardless of where the book may come from. 

Mr. Humpurey. | think that would be the unusual utility, or the 
exceptional sort, which General Smith spoke about this morning. 

Senator MaGcnuson. That is part of this purpose, too. 


DETERMINATION OF MAGAZINE PURCHASES 


Senator McCarruy. Who dete rmines what magazines will be pur- 
chased for the information program? 

Mr. Humpurey. The magazines are requested by the field officers. 
We check to see whether or not they are mazazines which we regard 
as suitable for the service. We check that in Washington and place 
the orders here in the United States. 

Senator McCarruy. What about a magazine like The Reporter? 

Mr. Humpurey. We buy that. We have a cross section of maga- 
zines in these libraries overseas. 

Senator McCarrny. Are you awere of the statements made on 
the Senate floor by Senator McCarran and Senator Mundt about 
the Reporter magazine? 

Mr. Humenrey. You mean a couple of years ago in the appropria- 
tions hearings? 

Senator McCarruy. Yes. 
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Mr. Humpurey. Yes, I have heard of that. 

Senator MCcarrny. They labeled it as a Communist or pro- 
Communist publication. 

Mr. Humpurey. | wasn’t aware they labeled it that. 

Senator McCarruy. You said you were aware of their testimony. 
What are you aware of? 


ARTICLE IN “THE REPORTER’ 


Mr. Humpurey. I understood there was some discussion about an 
article in the Reporter which was attacking one of the Senators, but 
[ didn’t know the magazine was labeled as a pro-Communist magazine. 

Senator McCarruy. Do you read it? 

Mr. Humpurey. I have read it. 

Senator McCarruy. Can you say whether it is pro-Communist 
or not? 

Mr. Humpnrey. I do not believe it is pro-Communist. 

Senator McCarruy. Is it correct that the State Department has 
recommended that as of May 15, 1953, for “‘must’’ reading? 

Mr. Humpurey. Not that I know of. 

Senator McCarruy. I would like to insert in the record a letter 
dated May 15, 1953, in which it is recommended that the Reporter 
be read in connection with our foreign trade policy. 

Senator FerGuson. It will be received. 

(The letter referred to appears on p. 747.) 

Senator McCarruy. You say you are not aware of the fact that 
Senators McCarran and Mundt labeled that as pro-Communist? 

Mr. Humpurey. I was not aware of that. 

Senator McCarruy. You intend to continue buying that? 

Mr. Humpnrey. I think we would. 


PUBLICATION “FREEMAN” 


Senator McCarruy. How about a known anti-Communist maga- 
zine like the Freeman? 

Mr. Humpurey. We have magazines of all sorts. 

Senator McCarruy. Have you bought Freeman? 

Mr. Humpurey. I would have to check that. 

Senator McCartny. Do you know of any magazine which is con- 
sistently anti-Communist which you bought? 

Mr. Humpnrey. You have to give me a chance to check that. 

Senator McCartuy. Do you know offhand? 

Mr. Humpurey. I think, as a matter of fact, that certain of the 
magazines which you suggested have pretty strong anti-Communist 
flavor, article for article. 

Senator McCartruy. I asked you whether you purchased the 
Freeman. You said you didn’t know. 

Mr. Humpurey. I will have to get that. 

Senator McCarruy. Your Department has advised us they have 
not. 

AMERICAN LEGION MAGAZINE 


How about American Legion magazine which has a 3 million circula- 
tion which consistently exposes the Communist movement? Did 
you ever buy that to balance off magazines like the Reporter? 
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Mr. Humpurey. We have asked the field whether it would like 
subscriptions to that magazine. Most of the replies which we have 
gotten so far have said they thought it was of such immediate interest 
to veterans groups in the United States that it probably was not 
usable in the area. Lf they had asked for it, we would buy it. 

Senator McCarruy. Did you do that inviting? 

Mr. Humpurey. Yes. I believe I can find that. 

Senator McC array. You must have it on file. 

Mr. Humpurey. Yes. 

Senator McCarruy. May I ask that he produce that? 

Senator Fereuson. Will you produce that for the record? 

Mr. Humpurey. Yes 

(The information referred to follows:) 


The following unclassified circular instruction on sample copies of American 
periodicals was sent to all posts on January 3, 1951: 

“The Secretary of State desires to call to the attention of the officer in charge 
that from time to time sample copies of American periodicals will be sent by the 
Department to United States information centers. ‘These may be: 

““(a) New publications of general interest. 

‘(b) Samples submitted by publishers with a view toward increasing sales. 

““(c) Magazines selected by the Department as of particular interest to some 
posts. 

“From a reference service point of view, the Department proposes to transmit 
single sample copies to United States information centers on occasion. These 
samples will be sent in one of two ways: either they will be marked ‘Sample 
Copy,’’ and forwarded as routine distribution materials with no documentation 
other than normal DS—212’s, or they will be enclosures to circular instructions 
referring to this basic instruction. Such samples may be utilized or disposed of 
in any way the officer in charge sees fit, although it is suggested that a file of 
samples may be of particular use to the librarian in answering reference questions 
concerning periodicals not locally available, and in requesting replacement of less 
useful library subscriptions with those of more positive value in the continual 
process of weeding out and vitalizing the library collections. 

“Transmittal of such samples does not necessarily indicate departmental ap- 
proval or endorsement. Any requests for subscriptions received by the Depart- 
ment as the result of transmitting such samples will be considered as requests for 
normal library subscriptions. They will be judged by the same criteria and sub- 
ject to the same limitations as any other requests for library subscriptions.” 

On January 9, 1953, the Information Center Service requested 200 samples of 
the American Legion magazine from the Washington office of the American 
Legion. On February 9, 1953, the Indianapolis, Ind., headquarters of the Ameri- 
can Legion instructed its printer in Kentucky to forward that number to the In- 
formation Center Service. Upon receipt, each’copy was rubber-stamped as fol- 
lows: “‘Sample Copy, Reference, Section 421-33, Educational Exchange Manual.”’ 
Shipment was effected to 191 overseas posts with information centers or branch 
operations on March 26, 1953. 


Senator McCarruy. Then you will have that tomorrow morning? 
Mr. Humpnrey. Yes. 
THE NEW REPUBLIC 


Senator McCarruy. How about the New Republic? Do you 
purchase that? 

Mr. Humpurey. We do. 

Senator McCarrny. Your memory seems awfully good on these 
pro-Communist magazines, but you can’t recall about any of the 
anti-Communist magazines. I would like to ask you once again is 
there anyone here with you that can name a single anti-Communist 
magazine, one that is consistently anti-Communist as the New 
Republic and as pro-Communist as the Reporter, that you purchased? 

Mr. Humpurey. If you could name 1 or 2, I might be able to answer 
you, 
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Senator McCarruy. You cannot think of anv? 

Mr. Humprrey. Not offhand. 

Senator MaGnuson. I do not think you ought to leave the impres- 
sion that standard American magazines, of which I can probably 
name 10 or 12 offhand, have not consistently been against communism. 

Mr. Humpnrey. Such as the Saturday Evening Post and Collier’s 
and those. 

Senator Maanuson. You could name a great number of them 
They have all been consistently against communism. 

Senator McCartruy. I am speaking not of magazines like the 
Saturday Evening Post, which I think is an excellent magazine and | 
think that Ben Hibbs is a very loval American. I think the Saturday 
Evening Post has done considerable by way of exposing communism. 
1 am not talking of a magazine like that; 1 am speaking of the notor- 
iously pro-Communist magazines like the New Republic, and the Re- 
porter and the Nation. 

I want to know if there is anything that is notoriously anti-Com- 
munist like the Freeman or the National Republic. Let’s not get 
that confused with the New Republic—whether they purchased any 
of those to balance it off. 

I am not saying that the program is not successful because of that, 
but I would like to get the facts as to who is doing the selecting, w hy 
they avoid the notoriously anti-Communist magazines. 

Senator Fercuson. You are in the authority of purchasing books 
and magazines and taking care of the supplies for overseas libraries. 
Will it be your purpose to see that this money is not spent for the 
purpose of aiding communism? 

Mr. Humpurey. That is true, sir. 

Senator Ferauson. You feel, under your supervision, that can be 
done? 

Mr. Humenrey. I will do my best. 

Senator Ferauson. Do you feel it can be done? 

Mr. Humpurey. I think it can be done. 


FURTHER DISCUSSION OF DASHIELL HAMMETT BOOKS 


Senator McCarruy. You agree that books by men like Dashiell 
Hammett should be kept on the shelves? 

Mr. Humpnurey. I don’t think we would purchase them now, sir. 

Senator McCarruy. I am asking whether you think they should 
be kept on our shelves? 

Mr. Humpurey. His books have been authorized. I don’t think 
books like that should be. 

Senator McCarrny. If you are going to be in charge of this library 
program, I would like to get your thoughts. Do you think books by 
men like Dashiell Hammett should be retained on our overseas library 
shelves? 

Mr. Humpurey. I don’t think they serve the purpose of the over- 
seas libraries with the reputations of their authors and their contents 
coming into question in this particular context. 

Senator McCarruy. Mr. Chairman, I would like to get back to 
another subject. What has happened to the Baker East and Baker 
West projects? 
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Mr. Kimpatu. The contracts for those 2 stations, 1 on the west 
coast and | in the East, have been canceled and the equipment which 
was produced for those stations has been put into protective storage. 
We have taken all steps possible to cut down any continuing main- 
tenance costs, even having guards, or anything like that. 

Senator Fercuson. Is there any money in here to complete it? 

Mr. Kimpatt. No, sir. 


STORAGE COSTS 


Senator McCartruy. How much do you pay for the storage? 

Mr. Kimpatu. I would have to refer that to the men who are 
here from Radio when they come on. 

Senator McCartay. Would you know whether any pian to build 
an east and west coast station in some other area outside of the 
magnetic absorption belt have been made? The testimony was that 
the plans called for building these two stations right within the 
magnetic absorption belts and the testimony was that it would cost 
roughly $10 million more to get the same signals from that area than 
what you would get if you went further south outside of the magnetic 
storm area, 

At the time, we got the strong feeling from those who testified 
they felt they needed 2 powerful radio stations, 1 on the east coast 
and 1 on the west coast. The testimony was where it would cost 
$10 million to $12 million up in the magnetic storm area, it would 
only cost $1 million or $2 million down South. 


PLANS FOR ADEQUATE STATIONS 


! wonder if there is anyone here who can tell us whether or not you 
have plans afoot now to build adequate stations on both coasts 
further south out of the storm area. 

Mr. Kimpacu, I think I can speak to that. There are no plans at 
this time, no plans at all, to build any additional bases on the east 
coast and the west coast. There are no funds available in this 
year’s appropriations, no appropriations having been requested. | 
am not an engineer, but from these engineers’ reports which I have had 
described to me, some of which vou have referred to, it has been quite 
a controversial subject. 

If there were a need, and the Congress should determine the need 
and appropriate funds for new bases, the location would have to be 
given a good additional look. 

Senator McCarruy. I got the impression from your witnesses 
unless you had those two stations, not in the locations in which they 
were, but unless you had a powerful east and west coast station, you 
would be greatly handicapped in your program. Is there anyone 
here who could discuss that point? They convinced me at the time 
they needed a powerful station on both coasts. Of course, we felt 
they were wasting about $10 million building them up in the magnetic 
storm area. 

RING PLAN 


Mr. Krwpacy. As you will remember, that is part of what they 
originally called the Ring plan which in the light of taking a good, new 
look, we decided to halt where it was now and to test it out before 
proceeding any further. 
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So for that reason there are no plans at this time. 

Senator McCarruy. Is there any money asked for the Courier 
projects? 

Mr. Krmpauu. No, sir. We ask no funds except for the operating 
funds for the one Courier which we have. 

Senator McCarruy. How is that proving out? 

Mr. Kimpatu. The reports are that it is making a lot of difference, 
giving us a good signal in the Arab world and to the areas in the Iron 
Curtain underbelly to which it broadcasts. 

Senator McCarruy. I am puzzled with one item, “Other program 
staff activities,’ $2,500,000. What are the other programs there? 

Mr. Kimpauu. Are you looking at the bigger sheet? 

Senator McCarruy. I am looking at the request in the Congres- 
sional Record put in there by someone in the House of Representatives. 
I am referring to this particular item of $2% million. 

Mr. Kimpaut. I will ask Mr. Schwartz our budget officer. 

Senator McCarrny. It is entitled “Other programs, staff activities, 
1952, $2,600,000; 1953, estimated, $2,400,000; Eisenhower estimate, 
$2,500,000.” 

Mr. Kimpauu. Apparently this is a combination of all items not 
specifically listed which would include the office of field programs. 

Senator McCarruy. You have that broken down further? 

Mr. Kimsauu. Yes, sir; in the budget. 


PICTURES OF AMERICAN LIFE 


Senator McCarruy. Before we get to that, I have pictures which 
were distributed in our information centers to show how the Americans 
look. I would like to show this to you gentlemen and see if you think 
this is a correct depiction of the American way of life. Would you 
care to take a look at those? 

Senator Ferguson, you might like to see these. These are pictures 
from books showing the way the Americans live. I might say, these 
pictures have been officially approved by the Communist Party of 
Alabama. 

Would you gentlemen care to look at these? 

Mr. Kimpa.t. I have not seen these before. Mr. Humphrey says 
he has not seen them before. 

Senator McCartnuy. The staff has checked with the State Depart- 
ment. They have been distributed in a work by Herman Clarence 
Nixon. You have not barred his works, have you? Here is the book 
in its entirety. The pictures I have here have been photostats from 
that. I just wondered whether we should spend much money trying 
to persuade the Europeans this is the way we look, because that is 
not a typical American family there. 

Mr. Kimpatt. I would not think that is a good selection. 


RESPONSIBILITY FOR PURCHASE OF BOOKS 


Senator McCarrny. I do not like to go back to this continuously, 
but I do wish you gentlemen would try and run these various Commu- 
nist books down and try to find out who purchased them. I would 
like to know the pattern. 

The number we have on our lists of pro-Communists with records 
runs about 30,000, a little over. There must be some pattern so 
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that we can find the men responsible for the purchase of those books. 
Certainly it would be doing a great disservice to the Communists 
if we can persuade the people over there this is how we live and not 
like these pictures. 

Mr. Kimpauu. | think you probably know, but the committee might 
not know, that the man who has been selected as the security officer 
of the 1" agency is Mr. Charles Noone who was recommended to us 
by Mr. J. Edgar Hoover, and who is now serving as £n assistant to 
Scott McLeod while waiting for the new agercy to bexin. We have 
already discussed with Mr. Noone as part “of his getting acquainted 
and getting his organization set up, the importance ‘of the sec urity role 
in measures beyond just the hiring of particular employees. I think 
these questions will be give nh very care ful consideration. 

Senator McCarruy. I must leave very shortly. I will be back at 
7 o'clock, Mr. Chairman. I may say I think Senator Hickenlooper 
put his finger on the trouble this forenoon. I think he pointed out, 
and you were present, that he thought this was a case largely of 
incompetent personnel, incompetent in some cases. 

That is why I feel we cannot continue appropriating money vear 
after vear, unless we can run some of these facts down and find out 
who is responsible for the incompetence. As of today, a sizable 
number of engineers testified that they felt that the Voice program 
was being deliberately sabotaged by locating the Baker East and 
Baker West stations within the magnetic storm area where they could 
not get decent transmission. There were reports to the effect that 
was what would happen 

So far, we have had difficulty pinning down the responsibility for 
that also. That is something I think that, as a committee, we cannot 
do, but that is something you gentlemen will have to do if we are 
going to have a good information program. 

Mr. Chairman, I have to leave now, but I will be back at 7 o'clock. 

Senator Ferguson. Very well. We will continue on then, Mr. 
Kimball. 

Mr. Kimpavyi. Could 1 continue on the particular points of the 
appeal? I had already referred to the request that the division added 
in the House bill restricting personnel be deleted. 


REQUEST FOR RESTORATION 


The next major point of the appeal is the amount of money itself. 
[ would like to point out that this request for the restoration of a dollar 
appropriation of $80 million and for the approval of the amendment 
to exempt the Fulbright currencies, which Senator Fulbright and 
others have spoken to, still amounts to a reduction of $7.9 million from 
the amount requested from the Department for this appropriation. 

In that connection, I think the committee would be interested to 
know that on the request of the President, the Director of the Bureau 
of the Budget, in June, made a special survey of the three appropria- 
tions which would be combined under the new United States informa- 
tion agency. Those 3 appropriations are the information part of the 
German-Austrian appropriation, an information sum of $7.6 million 
in the MSA appropriation, and this $87.9 million. In dollars, not 
counting the Fulbright currencies, the 3 appropriations added up to 
$123.4 million. 
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Senator ELLeNpeR. When Senator Fulbright testified, I asked him 
the question. How much cash was being appropriated either in the 
pending measure or this one here, other than these currencies that 
are being provided for without dollar purchase. 

Mr. Kimpauu. The answer for that program is $8,525,900, for the 
exchange of persons program, 1954. That is in dollars. 

Senator ELLeNpER. That is in addition to the credits we own 
abroad? 

Mr. Kimpauu. The total amount in dollars is $8,525,900 and the 
Fulbright local currency is $8,859,791. 

Wa Senator ELLENDER. So the total is a little over $17 million? 

Mr. Kimpauu. Yes, sir. 


TOTAL STUDENTS AND TEACHERS 


Senator Ferauson. That will take care of how many students and 
how many teachers? 

Mr. Kimpauu. That will take care of 6,012. 

Senator Ferauson. So to really educate for a vear 6,012 people, 
the cost is $17 million? 

Mr. Kimpauu. That is the total cost. 

Senator Frerauson. Have you any idea what it is at one of our 
universities? 

Mr. Kimpauu. I do not. 

If I could introduce Mr. Riley, Director of the International 
Educational Exchange Service, he would be more familiar with the 
questions of that type. 

Senator Ferauson. Will you be sworn? Do you solemnly swear 
in the matter now pending before the committee to tell the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. Riuey. I do. 


STUDENT COSTS 


STATEMENT OF RUSSELL L. RILEY, ASSISTANT ADMINISTRATOR 
FOR INTERNATIONAL EDUCATIONAL EXCHANGE SERVICE, 
DEPARTMENT OF STATE 


GENERAL STATEMENT 


Senator ELLenpDeER. I figure it costs each student $2,660 annually. 

Mr. Riuey. There are several categories of grantees in this request. 
Some of them are students; some of them are professors. Some of 
them are leaders such as journalists. Some of them come to stay 4 
months and 3 months. 

In the case of journalists, from NATO countries, we bring them 
here for only 3 weeks. The average cost does run something betwee 
$2,500 and $3,000 a year. 

Senator ELtenper. If some come for only 3 or 4 weeks and your 
total is 6,012, the cost for those who remain in the school is in excess 
of $2,660. 

Mr. Rirey. For some of them. 

Senator ELLENDER. What is the maximum you pay? 

Mr. Ritey. We have only 10 grantees in this appropriation request 
who are American professors going to other countries at $8,500 apiece. 

Senator ELLENpDER. Are they going to be instructed? 
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Mr. Rimry. They are going to teach in foreign universities and 
direct research, Americans going to other countries. There are only 
10 in that category at that maximum rate of $8,500 a year, sir 

Senator ELLenprER. And that, of course, is permissible, is it? 

Mr. Rruey. Yes;itis. It is very desirable, as a matter of fact. 

Senator ELuenper. I am not questioning that. But I thought it 
was an exchange of students and teachers, and things like that. But 
here you are using some of these funds in order to send professors 
abroad to teach them. 

Mr. Ritxy. Yes; we do; and also researchers who go over to help 
the professional institutions in other countries to perform research, 
direct research, direct study groups, and the like. 

Senator ELLENDER. What is the highest cost of a student who goes 
there on an exchange basis? 


DETERMINATION OF STUDENT ALLOWANCES 


Mr. Ritzy. That varies, sir. All students who go overseas who are 
given full maintenance from the funds we have reflected in our budget 
are under Public Law 584, foreign currency. We do not pay the full 
upkeep of students in non-Fulbright countries except in a very few 
instances. 

Take a student going to France, which is a Fulbright country, 
he will receive his international travel, he will receive a bare main- 
tenance allowance while he is in France, in French frances. The 
amount he receives in each of these countries is an amount determined 
by a binational foundation authorized by Public Law 584, made up 
of very prominent Americans who reside in the country, and an equal 
number of prominent professional people who are citizens of the host 
country. 

In many of these countries we have such people as the Minister of 
Education. In 2 or 3 countries we have the Foreign Minister, the 
Secretary of State, so to speak. 

In all countries we have the leading educators in the country who 
are members of this binational foundation. And in every country, 
the United States Ambassador, or Chief of Mission is the ex-officio 
honorary chairman of this binational commission, sir. 


LARGEST AMOUNT FOR STUDENT UPKEEP 


Senator ELLenper. After your explanation, will you answer my 
question? What is the largest amount that you pay out of these 
funds for the upkeep of the student abroad? 

That isa very simple question. I want to know the highest amount 
you pay them. 

Mr. Rivey. Sir, I cannot answer that directly. I will have to 
answer it this way, if I may, sir: We pay their international travel 
and we pay 

Senator ELLENDER. Do you not know what that costs? 

Mr. Rivey. I do not have that here, sir. 

But I will be glad to furnish it for the record. 

They are in foreign currency. 

Senator E.uenper. I wish you would furnish for the record this 
highest amount and give us a breakdown of what it is used for. 

Mr. Ritey. We certainly will. Yes, sir. 

(The information referred to follows:) 
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Maximum Cost ror AMERICAN STUDENT GRANTEES UNDER THE EDUCATIONAL 
EXCHANGE PROGRAM PROVIDED By PuBLIc Law 584, 79TH CONGRESS 


Allowances are paid in foreign currencies and are designed to cover the mini- 
mum living expenses of the individual student. No funds are available for de- 
pendents. The cost varies from country to country based on the local cost of 
living and the cost of travel. From the maintenance allowance, the student must 
pay room and board, and all incidental expenses such as laundry, transit, any 
replocement to clothing, etc. 

There follows a table showing the allowances included in awards to students. 
In addition to the two allowances shown, round-trip travel is also paid. Students 
travel by tourist-class ship, or by the next class available by ship or student-fare 
air. 





i | | i i 
| Num- | Main- | Books | | Num- | Main- | Books 
ber of jtenance; and ber of |tenance; and 





























| 
Oountry stu- | allow-| inci- | Country stu- | allow- | inci- 

| dents ance | dentals | dents | ance | dentals 

| 
Australia... | 37 | $1,211 | $168 || Japan... 20 | $3,000 | $200 
Belgium. -_.-...--.- oadl 19 | 1,800 | 100 || Netherlands. ___- 20 | 1,100 150 
Burma. o- 2| 2,523 200 New Ze aland _- L 12 1, 150 105 
Denmark. ‘ 18 1, 189 | 150 || Norway 25 1, 100 150 
Egypt...--_-- . 12| 2074) 288 || Pakistan... 4] 1,980 100 
es ihe te | 10 | 1,260 200 || Philippines. ...........- 81} 1,500 | 250 
France... 210 | 1,400 125 || Thailand __- 1 5, 220 150 
Gree iis oc dk ddd + 6} 2,000 150 || Union of South Africa 2 1, 250 450 
Di Gndbisare 130 1, 850 300 United Kingdom. “| 208 1,310 101 











In many cases our American students receive partial grants from other sources, 
such as private American foundations, grants from foreign governments, and 
grants from foreign educational institutions. In every such case we deduct the 
amount of the outside grant from our maintenance allowance shown in column 
2 above. For example, if one of our students going to France were to be given 
a $1,000 scholarship by a French professional foundation we would subtract that 
amount from the $1,400 maintenance allowance and would give the student 
grantee only $400 maintenance allowance from IIA funds. 


CASH APPROPRIATIONS IN ADDITION TO CREDITS 


Senator ELLenpeEr. For the record: Why do you think it is neces- 
sary that in addition to the use of credits abroad, why do we have to 
appropriate an almost equal amount of cash? 

Mr. Kimpatu. I will speak of that first, Senator, and then for 
anything more detailed, Mr. Riley, who is the head of that service. 

There are certain expenses for which local currencies cannot be 
used. Where we are bringing these people into the United States, 
their particular currency of their country is not convertible into dollars 
and we have to give them dollars to maintain them, and so forth, 
while they are here. 

Then, of course, in the non-Fulbright countries where we don’t 
have any agreement for this currency, that is in dollars. 

Senator ELLENpER. Where you do not have any credits? 

Mr. Kimpauu. Yes, sir. 

Senator ELLeNpER. That is one of the main purposes, to spread to 
a larger extent than we have anticipated under the Fulbright pro- 
gram; am | right? 

Mr. Krupa. That is right. 

Senator ELtenper. That is going far beyond the original Fulbright 
program. 

Mr. Kimpa.. In other words, sir, there is the Smith-Mundt pro- 
gram that was added to the Fulbright program. 
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FUNDS NEEDED FOR FULBRIGHT COUNTRIES 


Senator ELLENDER. I was informed some time ago that the actual 
cash needed in order to provide for strictly Fulbright countries was 
about $1,500,000. Am I correct in that? If not, I wouldjlike to 
have the accurate amount. 

Mr. Rivey. I have it, sir. 

In this appropriation request of $17,385,691, we have, in addition 
to the $8,859,791 of foreign currencies, we have a total of $3,765,547 
to support the Fulbright program. 

Senator ELLENDER. So that instead of having, in round figures, $8 
million of credits, and $8 million of cash, are we to understand that 
you have $3 million more? 

Mr. Ritey. We have $8 million credits and $3,700,000 cash to 
support that program. 

Here are some of the reasons, sir: 

You take a person coming here from a country with which we have 
an executive agreement, for his expenses in this country he cannot 
use any of the foreign currency. In some instances, we give a 
deserving foreign student coming here a stipend in American dollars, 
Smith-Mundt dollars to cover his living expenses. 

For example, part of my salary might be attributable to the Ful- 
bright program because it is a substs antial part of our program. | 
certainly could not accept half of my salary in foreign currency 
because it is not negotiable in the United States. 

Senator ELLENDER. What I was trying to get at was the extent to 
which this program was increasing from its original conception. 

It is my conception of this original program that all of the credits 
that we had abroad could be well used in order to help educate for- 
eigners and get aa exchange program of students. Now we find 
ourselves appropriating more cash than we use of credits. 

Am I right? 

Mr. Riney. Not exactly, sir. 

Senator ELLenpER. How far am | wrong? 

Mr. Ritey. Approximately 50 percent. 

Senator ELLENDER. Wrong? 

Mr. Ritey. Yes, sir. 

Senator Ettenper. What is the other cash used for? 

Mr. Ritey. As I stated, we are asking for $3,765,547. 

Senator ELLENDER. Out of $8 million? 

Mr. Rirey. Out of the $8,525,900 in cash—to support the Fulbright 
program. 

Senator ELLeENpER. What is the rest to be used for? 

Mr. Rruey. And the other $4,273,288 of the $8,525,900 ia cash is 
for the purpose of operating in countries with whic h we have no execu- 
tive agreements, non-Fulbright countries, where we have no Fulbright 


programs. 

The Fulbright program operates, under this appropriation, in 24 
countries; under the GOA appropri: ition, in two more countries. 

Senator ELLENDER. So that, as I now understand it, to operate the 
Fulbright program in addition to the credits that we have abroad, we 
spent, out of the Treasury, around $3 million-plus? 

Mr. Riney. That is correct, sir. 
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Senator ELLenpeR. And the rest of the cash is used in order to 
take care of students wherein we do not have credits? 

Mr. Ritry. That is correct; yes, sir. 

In other words, there are about 45 countries with which we do not 
have agreements. 

Senator E:LenprerR. I understand. We are just spreading it over 
the world. 

We continue this program the same as we are doing with MSA and 
everything else. We are trying to cover the globe. 

That is all I have, Mr. Chairman. 


TOTAL APPROPRIATION UNDER JURISDICTION OF USIA 


Mr. Kimpatu. Mr. Chairman, I just mentioned that the total 
appropriation which would come under the jurisdiction of the new 
United States Information Agency, including the exchange of per- 
sons program, and a few other activities which would remain in the 
State Department, was $123,400,000. 

Mr. Dodge, in his special review which he made at the request 
of the President, made a recommendation in a letter dated June 
17th that a total of $10,900,000 could be reduced from those total 
appropriations. 

In making this appeal on this particular one of the three, we are 
recommending that you restore $80 million instead of $87,900,000. 
In other words, we are recommending that this appropriation absorb 
$7,900,000 of Mr. Dodge’s recommended $10,900,000 reduction. That 
is a little more than a pro rata share. 

Senator FerGuson. What item is that on the sheet, there? 

Mr. Kimpauu. In the appeal, sir, in the appeal letter on page 2, 
the restoration requested is $80 million, plus the authority for the 
local currency, Fulbright local currency, of $8,859,791, for a total of 
$88,859,791. 

I would also like to point out that this particular reduction, this 
additional $7,900,000, comes after a reduction during the past year 
of approximately 19 or 20 million dollars in this appropriation, in 
this program. 

So that, all together, it will come close to $28 million of reduction 
within the past year, including this appropriation. 

Senator Fercuson. You would reduce the personnel 119, would 
you? Or is it 348? Which is it? 

Mr. Kimpauu. On personnel, Mr. Chairman, it would be a reduction 
for this ITA program of from 11,850 in the 1953 year to 11,070 in the 
1954 revised estimate, including administrative support. That, sir, 
is before taking this $7,900,000 further reduction. 


TOTAL POSITIONS 


Senator Ferauson. What would be your total positions abolished 
under your request, and what are they, under the House figures? 

Mr. Kimpauu. The total positions, including administrative support 
positions 

Senator Frrauson. I want all. 

Mr. Kimpatu. Yes, sir. I am going to give them. 

The total positions, including administrative support positions in 
the State Department and Foreign Service, is 11,070, under this 
submission of $87,900,000. 





678 THE SUPPLEMENTAL APPROPRIATION BILL, 1954 


The reduction of the House Appropriations Committee put a 
ceiling of 7,500, or a reduction of 3,570. 

Senator Fercuson. That is 3,570. 

Mr. Krmpatt. | should point out, Mr. Chairman, that the 7,500 
ceiling could not be supported. In other words, to achieve an average 
of 7,500 at this time of year when we have to terminate people 
which takes considerable time to do, would leave an average of only 
6,500 as a ceiling under the House bill. In other words, the fact that 
it is over that average now would take us—— 

Senator Fercuson. Yes, sir; because of the payment. 

Mr. Krimpauu. The liquidation costs of getting down to that figure. 

Senator Ferauson. How many kave you today on the payroll? 

Mr. Krupa. As of June 30, Mr. Chairmaa, the total employment 
was 10,657. 

Senator Fercuson. Then you would really put people back on. 
You want 11,070. 

Mr. Kimpatu. That 10,657 is actual employment in the program 
worldwide. ‘There is always a certain amount of shifting of personnel, 
people leaving, people coming in, particularly, Mr. Chairman, where 
we hope that when we are able to settle down with the new agency, 
as Senator Hickenlooper and others pointed out this morning, that 
we can bring in some very strong new blood. 

Senator Ferauson. Yes. But would you not leave out some bad 
blood if you are going to take in new? 

Mr. Kimpauy. We would hope to make each shift an improvement. 


NEW RELAY BASES 


I might add that the particular increase here in new positions is 
because of the new relay bases, that is, the new relay bases John, 
Jade, and Cast, which are just going on the air at remote locations. 

Up to now, they have just been under construction; now they have 
to be staffed. 

So the only increase, I believe, is that particular item of 77 Ameri- 
cans and 334 locals at those relay bases. 

Mr. Chairman, the last point on the second appeal item, that is, 
the money factor, is, as General Smith pointed out this morning, that 
in view of the liquidation cost, it actually is a reduction to $50 million, 
or a reduction of 48.4 percent. 

I want to point out in that connection, that of that $50 million, 
$13 million approximately is the cost of maintaining our fixed radio 
facilities. So it gives some idea of the magnitude of that reduction. 


LANGUAGE CHANGES 


There also are specifically appeals for consideration of this commit- 
tee, concerning a number of language changes which we deem impor- 
tant to the operation of this new United States Information Agency. 
Specifically, there are two new provisions, the need for which has 
arisen since we appeared before the House. I would like to get the 
exact citation for you. 

One of these plans—I am sorry particularly that Senator Mundt is 
not here because he made an expression on this particular subject, 
and I tried to make sure that I would have a chance to discuss this 
with him. 
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But one of the provisions is on page 5, item E, of the attachment to 
the letter of appeals. We are faced with the situation that on August 
1, if the Senate does not disapprove the reorganization plan, people 
from three different agencies, each of whom has had a different security 
provision, will suddenly be brought together into the new agency. 

Therefore, we have drawn this provision to permit, as satisfying the 
security requirements, compliance with the security provisions of any 
of those three laws, namely, the Mutual Security Act, the Technical 
Cooperation Act, and the Public Law 402. 

Now, all three of those do require full field investigations. I mean 
they are all strict provisions. But there are some differences between 
one and the other, and this particular provision which we urgently 
need would permit the new agency to accept the security clearance 
under any one of these three provisions. 

I discussed this after the House hearings with Mr. Clevenger, the 
chairman of the House subcommittee, who expressed informally his 
favor of the provision, but suggested that I introduce it at the Senate 
in view of the stage of the House hearings, that is, that we had com- 
pleted the House hearings. 

Furthermore, this particular provision is authorized to be presented 
by the Director of the Bureau of the Budget. 

I also discussed it with Chairman Philip Young, of the Civil Service 
Commission. 

The second part of this particular provision would permit the new 
agency to have authority somewhat similar to that now contained in 
the Mutual Security Act and uader the TCA, too, to employ pro- 
visionally after a national agency name check, ine luding a check of 
the fingerprint files of the Federal Bureau of Investigation. 

It would permit, in exceptional cases, the employment of particular 
individuals without completion of the full field investigation, with the 
requirement that in no event should a final decision in any such case 
be delayed more than 30 days after the receipt of the completed report. 

The provision of the Mutual Security Act sets a 90-day period 
which in the light of the time schedule of investigations, is sometimes 
too long, sometimes too short. We would propose this provision, 
which would give us 30 days after the investigation was completed 
and the report received. 

I also checked this particular provision with Mr. Scott McLeod, 
our security officer at the Department, who told me I could express 
his concurrence in it. 

The other new provision is item (d), on page 5 of the appeal letter 
attachment. This particular provision frankly is to fill a need which, 
by accident, was not included in the reorganization plan No. 8, now 
pending before the Senate. 


PERSONNEL AUTHORITY 


Reorganization Plan No. 8, in order to try to give the head of the 
new USIA real independent personnel authority, such as has beea 
recommended by the Hickenlooper committee, provides that the 
authority of the Secretary of State with regard to personnel under 
this program, either foreign or domestic, is transferred to the head of 
the new agency. 

Unfortunately overlooked was the fact that the Foreign Service 
Board had certain statutory authorities with respect to personnel, 
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so that by failure to say the Secretary of State and Foreign Service 
Board, they did not make a complete transfer. This particular pro- 
vision, which I have also discussed with the Chairman of the Civil 
Service Commission—— . 

Senator Fercuson. Would it be legislation? Or is there a limita- 
tion? 

Mr. Kimpa.u. I will read it. 

Provided further, That upon effective date of Reorganization Plan No. 8 of 
1953, the President may authorize the Director of the United States Information 
Agency, thereby created, to carry out, under such regulations as the President 
may from time to time prescribe, the functions of the Board of Foreign Service 
with respect to personnel appointed or assigned for service in the United States 
Information Agency under the provisions of the Foreign Service Act of 1946, as 
amended. 

Senator KNowLAND. It sounds like legislation in need of waiver 
of the rules. 

Senator ELLENDER. How was that covered? 

Mr. Kimpary. Frankly, Senator, it was overlooked. It is considered 
so important that Dr. Mark May, the Chairman of the United States 

nformation Advisory Commission, telephoned me after meeting with 
the Commission. He was very much upset that there was this loop- 
hole in transferring full personnel authority. 


DISCHARGE CASE CITED 


In effect, if we have to discharge an emplovee because of, let’s 
say, incompetence, or worse, we would not have full authority because 
of certain rights be would have under this provision that he would 
have under the Foreign Service Board, and maybe 2 vears later we 
would find we had not complied with all the requirements. So it is 
one we consider important. 

As soon as we can, incidentally, and in terms of the President’s 
letter, with respect to Reorganization Plan 8, we do plan to submit 
a bill which will_provide a complete new personne! system for this 
program. Sut it is a matter of operating under these authorities 
until such time as such a personnel program could be worked out. 

Mr. Chairman, the other provisions which we urgently request be 
reimstated are as follows: 

On page 5 of the appeal letter, item A, there is a provision to per- 
mit, after the effective date of Reorganization Plan No. 8, existing 
appointments and reassignments to Foreign Service reserve for the 
purposes of foreign information and edueational activities for an ad- 
ditional 2 vears. 

Now, the background of that is that under the Foreign Service 
Act Foreign Service Reserve appointments are limited to a period 
of 4 vears. That is, no individual can serve continuously for more 
than 4 vears. 

It so happens that a number of our best officers overseas are 
completing their 4-year tour, and in light of what I believe Senator 
Hickenlooper said this morning of trying to keep the really good 
people, we would hate to have a technicality like this, which will 
be covered in this new legislation when it can be presented—— 

Senator Fereuson. What will be the limit under the new legis- 
lation? 

Mr. Kimpauu. That, Mr. Chairman, will be a new personnel sys- 
tem, and provisions like that have not been determined. 
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Senator Fereuson. What are you asking for? 

Mr. Kimrauu. We are asking for a 2-year extension. 

Senator Ferauson. That would make it 6 years; is that right? 

Mr. Kimpauu. It would make it 6 years if somebody now is about 
to complete their 4 years. That would, in effect, give us 2 years in 
which to keep these people, pending new legislation by Congress. 

There are 28 officers who would be affected by this. 

The next item is item C, on page 5. This particular provision is 
the one which General Smith referred to this morning, that involves 
a top-secret project, which, any time the chairman wishes, I would be 
glad to discuss in more detail. It is considered, as he said, very vital 
to the national interest. 

Item D, on page 5, is merely as follows: 

Provided further, That the general provisions of the Department of State Appro- 
priation Act of 1954 shall apply to this appropriation. 

Up to this particular appropriation, our program has been under 
the Department of State appropriation. There is, I know, a two- 
page list of provisions, some of which restrict us and some of which 
implement us, to which we would normally be subject. 

sy the very fact of coming in the supplemental bill instead of in 
the regular bill, we are not covered by these provisions. It is very 
important to have these authorities, as well as the restrictions which 
should be placed on us, which is why we ask that this provision be 
adopted. 


EXEMPTION OF FULBRIGHT CURRENCIES FROM RABAUT AMENDMENT 


The last item of the appeal has been discussed a great deal. I want 
to add my support to this provision, which is item F, on page 6. 

This is the provision at the bottom of page 6, whic +h would exempt 
the Fulbright local currencies from the provisions of the Rabaut 
amendment. 

Senator Frreuson. I think that has been fully discussed. 

Mr. Kimpauu. That has been fully discussed. 

Mr. Schwartz calls to my attention that on page 4 of the appeal 
letter, we request the restoration, after the word ‘‘states” of the words 
“and dependents.” 

What has happened is that we have authority by law in certain 
rare categories where we cannot obtain qualified Americans, to hire 
certain foreign nationals, particularly for use in special language 
categories. 

The elimination of these words “and dependents” would mean that 
a number of those who are here, whom we brought to the United 
States and who brought their families with them, would have to pay 
their own expense to return their families. 

Also, some of these would be very difficult to recruit, particularly 
if we did not have this type of provision. It would be very difficult to 
separate a man from his family and bring him over here. 

As far as those who are here are concerned, we have contracts with 
them which do include their dependents, and we would be actually 
not carrying out our commitments. 

The next item on page 4 has reference to page 4, line 22, of the ap- 
propriation language, to insert, after the figure “3,000,” the words 
“purchase (not to exceed six) and”’ 
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ADDITIONAL BUSES 


Senator Ferauson. Are those automobiles? 

Mr. Kimpauu. There are 5 buses, sir, for our 5 remote relay sta- 
tions, that is, where the transmitter is quite removed, on an island 
like Okinawa. 

Senator Ferguson. Are they all new? 

Mr. Kimpaty. These would be five new buses for our new bases in 
the Pacific and in Europe and so on. 

Senator Fercuson. How many people would be traveling in these 
buses? 

Mr. Kiupauu. The total number of people for the 3 largest bases 
were four hundred-and-some for the total of the 3 bases together, for 
Americans and locals. In one of those stations, I believe it is some- 
thing like 30 miles over very, I might add, unfortunately, poor road 
to the transmitter site from the point where you can have any housing 
or anything of that sort. 

Senator ELLenper. Are those bases in operation now? 

Mr. Krmpauu. Those bases are in testing now. 

Senator Firauson. What are the buses costing? 

Mr. Kimpaty. Mr. Byrnes says about $9,500 apiece for the buses. 

Senator Ferauson. How many passengers? 

Mr. Krvpauy. Thirty passengers. 

Senator Ferauson. Is there anything special about them, or are 
they just regular buses? 

Mr. KimsBauu. Just regular buses. 

The other one of the 6 is for 1 automobile, standard, for the head of 
the new agency, if Reorganization Plan 8 goes into effect. 

I might add that on these remote bases, where we ask for these 
buses, there are just no private transportation facilities. 

These are bases where the buses are very badly needed. 

I think that covers all the points of language. 

I might add that-we did have a number of others which we submitted 
to the House. We have screened these very carefully and decided not 
to ask for the others which were deleted. 

In the statement which I am putting in the record, the opening 
statement, the formal statement which I did not make, there is one 
point that just for legal reasons I would like to mention so that it is 
clearly before the committee. 

That is a language provision which appears on page 6 of the budget 
document identified as change No. 9, which was deleted by the House, 
but which we determined now would be unnecessary to request be 
reinstated because we are informed by our lawyers it can be accomp- 
lished by Executive order. 

[ just wanted to make that clear, sir. 

Senator Fercuson. Is that all? 

Mr. Kimpauu. That is all, sir. 

Senator Fereuson. Thank you very much. 

Mr. Kimball, would you want to stay and hear Mr. Lemmon, 
president of the World Wide Broadcasting System? 

» Mr. Krmpauu. I would be glad to, sir. 
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BroaDcAsts FROM STaTION WRUL 


STATEMENTS OF WALTER S. LEMMON, PRESIDENT, WORLD WIDE 
BROADCASTING SYSTLM, NEW YORK CITY, AND ARTHUR A. 
KIMBALL, DEPUTY ADMINISTRATOR, ITA 


GENERAL STATEMENT 


Senator Fprauson. You may proceed with your statement, Mr. 
Lemmon. 

Mr. Lemmon. Thank you, Mr. Chairman. 

My name is Walter S. Lemmon, president of the World Wide Broad- 
casting System, the licensee of international radio station WRUL, at 
Scituate near Boston, Mass. I am an electrical engineer, specializing 
in the field of radio communications, and have operated international 
station WRUL and its associated transmitters for more than 22 years. 
This was long before the Government started its wartime operations 
in overseas information. 

As some members of the committee are aware, we have had the 
privilege of appearing on several previous occasions in an endeavor to 
demonsirate how private enterprise could ably function to supplement 
Government efforts in developing international radio programs and 
with resulting economies. 

Two years ago, as a result of action taken by the Senate Appropria- 
tions Committee, the sum of $100,000 was supposed to be allocated 
to initiate a series of private radio programs. Due to the various 
delays on the part of a former Administrator of the information pro- 
gram nothing was done until almost the time of expiration of that 
appropriation. I think a total of only $4,700 was actually released 
to us out of the $100,000 appropriation. With that small sum we 
were, however, able to do some research work toward developing some 
programs for Scandinavia which has since borne fruit, as I shall show 
you later in this testimony. 

Last year, on June 20, 1952, I again appeared before this com- 
mittee, and reported the unusual obstacles and delays which had at- 
tended our private-enterprise efforts. Based on this testimony, a 
new appropriation of $200,000 was then made to encourage radio 
broadcasting by private licensees to free-world areas such as Latin 
America and Western Europe. 

This amount was passed by the Senate but subsequently cut to 
$100,000 by the Senate-House conference committee when the whole 
information program was also cut back. Also, at that time we had 
obtained the assurance of Dr. Compton who then headed the Inter- 
national Information Administration that the private program project 
would go forward promptly when the appropriation bill was signed. 


PROBLEMS FACING COMMITTEE 


Now, I realize this committee has two general considerations before 
it with regard to the overseas information program or the so-called 
Voice of America. 

First, how can this program be made more efficient and more effec- 
tive in carrying out its purpose for our country? 

Secondly, how can it be operated more economically so that the 
taxpayer can benefit from eventual reductions in expenditures? 
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It is my opinion that both of these questions receive the earnest 
consideration of Senators Alexander Smith and Karl Mundt, and their 
associates, when they wrote the original legislation empowering the 
State Department to enter this field of overseas information and radio 
broadcasting in 1947. In this Smith-Mundt bill, Public Law 402, it 
distinctly provides in section 1005: 

In carrying out the provisions of this act it shall be the duty of the Secretar 
[of State] to utilize insofar as practicable t! ervices and facilities of privat 
agencies, through contractual arrangements or otherwise. 

We do not believe this section has received the proper consideration 
by the various Adminisirators of the overseas program in the interest 
of all economies and effectiveness, 


USES OF LAST YEAR’S $100,000 GRANT 


Of this sum finally granted for program contracts with private 
international broadcasting licensees in Public Law 492, our corpora- 
tion, World Wide Breadeasting System, received approximately 
$79,000 

Of the amount allocated to us, we were able to carry on broadcasts 
both to Latin America and to Western Europe as I shall show you 
through a few exhibits. 

While the Administrator of the overseas information program had 
approved our broadcasting plans, there were a number of delays expe- 
rienced before we received the necessary contracts to proceed. 


ENGLISH-LANGUAGE COURSE 


In January 1953 we began a regular instruction course over WRUL, 
twice a week, teaching the English language to Latin-American natives 
who had no previous knowledge of the language, but who desired to 
learn English as a secondary language to their native Spanish. 

We have already found that these elementary English lessons are 
furthering the friendship and good will of these people, in our neighbor- 
ing Latin-American countries, for the United States. I would like 
to read for the record just a few extracts from enthusiastic letters 
received from these student listeners. 

It is the purpose of this radio instruction course to enable these 
Latin-American listeners to learn enough English by radio to read 
some of our English newspapers and magazines, to carry on simple 
business correspondence, and to converse in English when traveling. 
A working knowledge of English can also help to offset communistic 
influences in many of those countries. 

Now, this radio-instruction program is economical because in a 
single broadeast we reach people all over Latin America, in small 
villages as well as larger cities, in jungles and mountain camps. 

This is illustrated by the wide coverage of Latin America by the 
WRUL beams as shewn on this map. As the committee knows, 
more than 4 million Latin-American homes are already equipped for 
shortwave reception direct from stations like WRUL. In addition, 
we can relay through local stations. 

We would like to carry forward this pioneering work during the new 
fiscal year, reaching many thousands of students with a more advanced 
course. Also, since Brazil is a very large and important area, we would 
like to include a course for Portuguese speaking listeners as well. 
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INTERCARUBIO INTERAMERICANO PROGRAM 


A second series of programs we have been able to develop and broad- 
cast under the modest initial appropriation is of importance to Latin- 
American businessmen. It is called Intercarubio Interamericano and 
is a sort of Kiplinger weekly newsletter over the air. This novel 
program informs the businessman in Venezuela for instance, of the 
latest economic developments in Peru or Brazil and vice versa. It 
is a sort of exchange of information where the local press does not 
contain much business news. ‘The factual material is supplied to 
WRUL for broadcasting by several of our great banks including 
National City Bank, Chase National Bank, First National of 
Boston, Irving Trust, and our own Department of Commerce. 

Recently our consulates and embassies have expressed consider- 
able interest in such a constructive radio service and hope it can be 
continued. 

Additional programs for Latin America developed by WRUL 
include travelogs to American cities, the biographies and music of 
our great composers, profile sketches of our leaders in various fields 
of endeavor who should be better known to Latin Americans, poetry 
programs, and sports features, particularly baseball, which is a com- 
mon denominator of human inte ‘rest to both Latins and ourselves. 

With the portion of last year’s grant available for friendship building 
programs for Western Europe, WRUL has broadcast a number of 
features each week. 


SCANDINAVIAN COUNTRIES 


To the Scandinavian countries WRUL developed and broadcast 
two series of programs designed to dispel the notion among many 
Kuropeans that Americans were only interested in dollar chasing and 
not in cultural pursuits. 

Each week the latest developments in the fields of art, literature, 
science, education, and similar subjects were explained to the Scandi- 
navian listeners resulting in many hundreds of warm and friendly 
letters of appreciation for such programs. Recordings of some of the 
programs were later requested by the Swedish.Broadcasting System 
for use over local stations because of their informative values. 

Similar Cultural Progress in America reports were broadcast to 
Holland and to Italy. During the recent Italian elections the pro- 
grams reflected the advantages of individual freedom in America. 
Comments in the Italian press showed the interest in these programs, 
particularly a stirring address in Italian by Congressman Albert 
Morano of the House Forei ‘ign Affairs Committee. 

It was planned to extend these friendship building broadcasts to 
other countries of Western Europe as well but the limited funds 
available did not permit. 

Senator Frerauson. Thank you, Mr. Lemmon. 

Now, Mr. Kimball, do you want to make a statement about this 
work? General Smith made a statement about it this morning. 

Mr. Kimpauui. Yes, Mr. Chairman. 

During the last year we had an appropriation authorization of 
$100,000 in our appropriation for the use of private broadcasters. 
We did use practically the ent:re $100,000 within a matter of a few 
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dollars, distributing those program funds between Mr. Lemmon’s 
station, WRUL, and the Associated Broadcasters of San Francisco. 

This year we inserted in our original request to the House of Rep- 
resentatives the same figure, which has been cut in process of this 
general cut to a figure of $70,000. Not knowing the outcome of this 
total appropriation on a $60 million level, puts us in a difficult posi- 
tion to recommend what we might be able to do at that figure. 

However, I did take steps to keep the situation open for Mr. 
Lemmon and made the same offer which, unfortunately, was not 
practical in the case of the other company. 

So that at this time they are, even under our continuing resolu- 
tion, in the case of WRUL, carrying on broadcasts to Latin America. 

I merely call to the attention of the chairman the fact that econo- 
mies which we have to make have caused us to cut out our own 
broadcasts to Latin America, and at the moment, this program which 
is being carried on under this provision, utilizing the private facilities, 
is the only broadcast of that sort. 

Senator Fercuson. Is it satisfactory? 

Mr. Kimpa.t. I have seen reports furnished me by Mr. Lemmon, 
which show considerable favorable comment concerning these broad- 
casts. 

RECOMMENDED INCREASE 


Senator Frrauson. Do you recommend the increase from $70,000 

to $100,000? 

Mr. Kimeauu. I would certainly recommend that if we have a 
program that would appeal, that the reduction to $70,000 would 
not be reasonable. 

Senator Frreuson. Thank you. 

I am familiar with this because we heard it in previous years. The 
record, I think, has been made in previous years, and I think with that 
statement in there, it makes the record complete. 

Now, is there any particular highlight you want to bring out, 
Mr. Lemmon? 

Mr. Lemmon. Mr. Chairman, in view of the statement of General 
Smith this morning, in which he emphasized, as Under Secretary, the 
importance of broadcasting to the free world, and, as he said, he felt, 
in his opinion, it was almost as important as broadcasting behind the 
Iron Curtain, we feel that he has made a very strong case in our behalf, 
and therefore I do not need to take too much time except to emphasize 
the fact that we are heartily in accord with General Smith’s ideas. 


EFFORT TO OBTAIN COMMERCIAL SPONSORSHIP 


Now, we want to point out, however, that we are exerting every 
effort, as a private-enterprise station, to obtain additional sponsorship 
by commercial companies so that eventually we can see that the entire 
operation can be supported as part of the international public rela- 
tions end of a number of our American companies. In fact, during 
this past year, we put on a campaign in Latin America for the tienaral 
Electric Co. even though they have their own shortwave station. 

But that was exceedingly successful. We have a number of other 
companies, like Gillette Razor and the Irving Trust Co., Merrill 
Lynch, Pierce, Tenner & Beane, who find that broadcasting over this 
private-enterprise station is quite valuable, and undoubtedly within 
the next few years we will have 30 or 40 companies. 
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Therefore, I am appealing at the present time for some support 
in the way of program contracts until such time as the whole effort 
can be made fully self-supporting. 

We derive our revenue from three different sources, from the spon- 
sored programs which are increasing all the time. We formerly 
rented our transmitters to the Voice of America for carrying the 
Voice programs, but, unfortunately as of July 1, they decided to 
concentrate the rental arrangemerits with just the NBC and CBS 
shortwave transmitters. That means that any program money 
naturally has some of it to be diverted to the use of the equipment. 

The third source of revenue was this program fund provided or 
authorized by the Senate committee to the amount of $200,000 last 
year and passed on the floor of the Senate. But in the conference it 
was cut to $100,000. 

ACCOMPLISHMENTS 


Now, I would like to just, in addition to my statement, which will 
contain some details, report briefly some of the things we have accom- 
plished with this relatively small grant and what we think we could 
do with much more adequate funds. 

In the first place, we were able to put on a regular course of instruc- 
tion for Latin American native listeners in the English language. We 
have now students enrolled in every country in “Latin America, in- 
cluding the Argentine. And even though we are not doing this in 
Portuguese at the moment, we have several hundred students in 
Brazil. 

We have students in Guatemala and some of those other sensitive 
areas of Central America which we consider to be very important. 

We have developed programs in Spanish for businessmen, whereby 
WRUL has become a center of exchange for business information in 
all of these various countries. 

In the European sector we have developed a series of programs for 
Scandinavia, where we have always had a good audience, and to which 
countries the State Department was not broadcasting last year and, 
of course, have discontinued again this year. 

The broadcasts to Scandinavia was so successful that we received a 
request from the official Swedish Broadcasting System to supply them 
them with recordings so they could put them on at later dates over 
their local stations. 

We have a similar series of cultural programs for Holland. In the 
rezion of Italy we broadcast quite a few programs in behalf of indi- 
vidual freedom during the election campaign and received consider- 
able newspaper comment. So we know we have a good-sized audience 
in Italy. 

We would like, Mr. Chairman, this year to extend the broadcasts 
to all of the Western European countries. That does not take very 
much more money, but it certainly cannot be done on this very 
limited appropriation. 


INCLUSION OF AFRICA 


We would also like to include the area of Africa,where there is a 
considerable amount of unrest, as the committee is aware. We have 
three radio beams, which at the present time are not used, which 
thoroughly cover the African area from South Africa all through 
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central Africa, Rhodesia, Tanganyika, Kenya Colony, up to Egypt 
and Moroeco and French \frica. 

So that we feel that aproposed budget would permit us to continue 
the broadcasts to Western Euroyve and Latin America for the $200,006 
sum which was voted by the Senate last vear. 

However, if this was made $300,000, it would enable us to add 
Africa and some other areas of the free world which the State Depart- 
ment is unable to serve on their restricted budget. 

We feel, in reaching the free world, that the programs have been 
eminently successful. 

I will put into the record, if I may, evidences of that, letters from 
listeners, extracted. 

Senator Frrauson. We will receive those and make them part of 
the record 

Mr. Lemmon. That will be very helpful, Mr. Chairman. 

(The material referred to follows: ) 


KMLEMENTARY [enGuisH Lessons Over WRUL—ListTener Lerrer Excerpts 


(Translated from the Spanish) 


Buenos Aires, Argentina: ‘‘while listening attentively to your transmissions in 
Spanish, I was very much impressed by vour elementary English course. Please, 
if possible, send me a book on elementary English. * * * In my judgment your 
radio lessons are priceless to those interested in learning the language.” 

Santiago, Dominican Republic: * * * I had the pleasure of listening, during 
your regular Spanish-language broadcasts, to the elementary English course 
which, in my humble opinion, is the most interesting, instruetive, and pleasant 
course imaginable, for which I hastily congratulate you with all my heart. A 
program of this tvpe wins one’s admiration toward that great country more than 
hours and hours of speeches which ultimately have no practical purpose.”’ 

Biblian, Eeuador [t is with great interest and satisfaction that L am following 
the elementary English course that your powerful radio station is broadcasting. 
I wish to state that for the interchange of ideas and commerce among the nations 
of the world it is necessary to overcome the barriers of language. These, with 


respect to the Western Hemisphere, you are overcoming with the teaching of this 
course 

Chitre, Republic of Panama: “I am very pleased to give you my opinion regard- 
ing the elementary English course that is being broadeast over WRUL, the Voice 
of Freedom. Since I heard the first lesson, I was so amazed by the easy, practical, 
and pleasant method that you are using in the teaching of this course that I have 
decided to follow it. There is no doubt that this course, in the way that it is 
conducted, will give wonderful results to those who, like me, follow the course. 
We will have a beautiful opportunity to discover new horizons learning the 
English lansuage.”’ 

Cumanacoa, Venezuela: “TI listen to WRUL every day, and I am a student of 
elementary English as well, which I am learning very rapidly. * * * It is a 
greatly educational program and a way of bringing Americans together. * * * 
1am an admirer of the North American people and for that reason like its language 
and music * * * andits people. Will do my best to help people become interested 
in this program so that every day they will learn more and will increase the 
friendship ties of the free American world.”’ 

Barcelona, Venezuela: ‘Your elementary English course has been the object 
of widespread comment. Every day you obtain new students who thank you for 
vour generous and beneficial service. We look for the continuation of these 
classes until we fulfill our hopes to be able to speak and write English.” 

Poeri, Republic of Panama: ‘“* * * kindly ask you to send me the elementary 
English book which you are so generously offering to the Latin American listeners. 
* * * Regarding the interest that this program has aroused in this country, I 
must tell you that everybody is talking about it and that same is listened to by 
an indefinite number of persons interested in learning the English language.” 

Santa Ana, El Salvador: “T have been a regular listener to your interesting and 
cultural program of elementary English, and I have reason to congratulate you 
for introducing in your programs this new method in the teaching of English, 
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the most universally known language. I tell you in sincerity that it is about time 
that someone in that great country which we admire so much took the initiative 
to teach us Latin Americans the beautiful language of Shakespeare. You did it, 
for which I express my heartiest congratulations.” 

Managua, Nicaragua: “‘I am a regular listener to your elementary English when- 
ever my professional work (surgeon) permits me to do so, * * * Your radio 
station is a real center of culture. Iam an enthusiastic follower of your elemen- 
tary English course, and I would like to receive the book. Please accept my 
heartiest congratulations and my encouragement of your wonderful work for the 
benefit of humanity.” 

Habana, Cuba: “I listen regularly to your various interesting prozrams. The 
English course * * * is so easy that I learn English rapidly and I can follow your 
lessons step by step. * * * I would like to receive the book which you are xo 
kindly offering. * * * My sincere congratulations and good wishes for the success 
of your transmissions.”’ 

Cartagena, Colombia: ‘‘* * * having verified that the method of teaching is 
excellent, as well as the strength and clearness of your transmissions, I congratulate 
WitUL for the broadcast of this course to Latin America. * * * Some of my 
friends will write vou as I have spread the news in the commercial school where | 
am a professor. * * * Once more my congratulations for your fine initiative.”’ 

San José, Costa Pica: ‘Il am very pleased to address you this letter in order to 
request the Enghsh lessons. I also wish to inform you that your radio trans- 
missions are excellent. * * * I like very much vour program, Musica, Cine, y 
Teatro, which comes out in my receiving set better than musical programs of 
local stations. My husband also enjoys this program very much, and the music 
is first class. - The orchestras seem to be, if not better, as good as the European 
ones Which have delighted us so much. 

“In regard to the English lessons, they are very original in view of the fact that 
you have adopted a conversational method. The pronunciation is excellent. 
We also enjoy the short stories inserted in this program as the historical data 
referring to Abraham Lincoln which, besides soothing the mind, have highly 
stimulating effects. You help us to better ourselves With these programs. I hope 
that with your help I will soon be able to read some English books which have no 
Sparish version. 

“T congratulate you for the good diction of your announcers and for the clarity 
and power of WRUL,” 


Excerpts From LisTtENER Lerrers—P.EcEIVED ry AiR Mari IN RESPONSE TO 
THE First WRUL Broapcast in A New Serres To Promotrs CLoser [TaLtan- 
AMERICAN RELATIONS 


(Translated from the original Italian) 


Rome: “This morning * * * T listened with enthusiasm to your first broadcast 
from America with the Honorable Albert Morano. I shall let my friends and 
neighbors know about vour interesting programs.” 

Salerno: ‘Ha. ing listened over the radio to your warm appeal to the Italian 
people, I have been touched by the fact that a man of Italian ancestry has been 
able to reach such a high position thanks to the hospitality that a free America 
offers to the people of other nations. I am now looking to divine help so that our 
country will enjoy a democratic government and that with your effective and 
brotherl~ help our Ital,, which has been so hard pressed, may attain the peace 
that we all desire. Mav we also find the social and religious liberty as it is enjoyed 
in your free country.”’ 

Torino: ‘I listened with great interest and admiration to your radio broadcast 
with Congressman Morano. I believe you have shown really magnificent initia- 
tive.” 

Ventimiglia: ‘‘I have listened to vour Italian broadcast. We feel happy over 
the admiration you show for our beautiful country and we thank ycu for the faith 
vou have in us. You can be sure that the Italian people will once more choose 
the way to liberty.” 

Trieste: “I listened to your (Congressman Morano) talk on democracy which 
because of mv anti-Communist feeling bas deeply touched me. I am certainly 
in agreement with ,ou because I have approved the reconstruction of Italy with 
American help. As ,ou say, I know that only through the democratic way of 
your country is peace and prosperity possible. Undoubtedly much has been done 
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in Italy, but every citizen hopes to see in his own country the same liberty and 
democracy that prevails among the American people. I am astreetcar conductor. 

Potenza-Pioena: “From this sunny village I have listened to your broadcast 
which pleased me very much because I as well as other of my compatriots have 
relatives in America. It was as though listening to a familiar voice and it brought 
Italv and America closer together.”’ 

Riva Sul Garda: ‘Today I listened to your first broadcast from New York. 
I can assure you that it was a real pleasure to know the appreciation that your 
nation has for our people as voiced by an important political American whose 
parents were born under our sun. Those were clear words which in this moment 
* * * are of the utmost importance. To clarify the meaning of civic and moral 
liberty as your Congressman has done is of great importance. I shall listen to 
you again next week * * * regret that you do not broadcast to us more fre- 
quently.” 

San Remo: “Mr. Morano in speaking to our country has expressed himself in 
words that have touched me and I am sure not only me but all Italians who have 
listened to Mr. Morano and who have the same principles of liberty. Greetings 
to the U. 8. A., to your organization and to Mr. Morano.”’ 

Salerno: ‘‘This morning I had the pleasure of listening to your excellent broad- 
east. I assure you that I am in thorough agreement with you about the ideai 
of liberty and welfare which the Italian people need so much.” 

Massa Apuania: “I listened to your broadcast in Italy and I found it very 
interesting and of high purpose. I hope you will be able to achieve your aims.”’ 

Viareggio: ‘‘My dear friends of the U. 8. A.: I have listened with pleasure 
to your broadeast through radio Monte Carlo and I am so happy to hear the 
new radio station speaking of peace. Iam perfectly in accord with you in regard 
to a better world built on real democracy and against any form of totalitarianism. 
I hate dictatorship and war which in the years between 1940 and 1945 have 
destroyed our homes * * * long live peace and the brotherhood among free 
people.” 

Mr. Lemmon. I have worked out some suggested language, as far 
as we are concerned, on the east coast, for an appropriation bill, what- 
ever figure you find you want to appropriate for the State Depart- 
ment, I would like to ask that added to that amount so that it is not 
taken out of the State Department: 

That $300,000 shall be earmarked and made available to one or more private 
international broadcasting licensees for the purpose of developing and broadcast- 
ing under private auspices, but under the supervision of the Department of State, 
radio programs to Western Europe, Latin America, Africa, and other free world 
areas, which programs shall be designed to cultivate friendships with the peoples 
of the countries in those areas and to build improved international understandings. 

My thought there is this: I notice that the House committee, even 
the little $70,000 which they said may be made available, we would 
prefer that to be specifically earmarked, because we feel that this is a 
pioneering effort, and unless administrators come along clearly show- 
ing the fact that these funds are earmarked for the encouragement of 
private broadcasting programs, that there may be a possibility that 
we would not get the proper backing. 

I know Senator Ellender last year was quite interested in the fact 
that we were prepared to start these English lessons, and the fact 
that we have students now enrolled in every country and we supply 
them with a book which is illustrated here in the elementary English, 
and we are getting up another book for an advanced course which we 
hope to be able to do under the new appropriation. 

This money would help us to continue this course. 

Senator Fercuson. I will not make this part of the record, but I 
will have to refer to it because of the printing job. And I will have 
it referred to and filed with the committee so that it can be seen. 

Mr. Lemmon. Thank you, Mr. Chairman. 
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We feel that if this money can be voted at least in some reasonable 
amount—and please note | have not used the figure of $1 million in 
all of my testimony and perhaps that is the first time before this 
committee that smaller figures have been used—but it would enable 
us to continue this course to an advanced course so that Latin Amer- 
icans would learn thoroughly to converse in English and to be able 
to travel and carry on business correspondence. And since Brazil 
contains approximately 48 or 49 million people, we would like to do 
it in Portuguese as well as in Spanish this coming year. 

That concludes my direct testimony. 

Senator Ferauson. The committee appreciates very much your 
giving us you rviews, sir. Thank you very much. 

Mr. Lemmon Thank you, sir. 





INTERNATIONAL Snort Wave BROADCASTING 


STATEMENT OF GEORGE E. HUGHES, VICE PRESIDENT, THE 
ASSOCIATED BROADCASTERS, INC., SAN FRANCISCO, CALIF. 


FENERAL STATEMENT 


Senator Ferauson. Mr. Hughes, we will be glad to have your 
statement. 

Mr. Hueues. My name is George E. Hughes and I am vice presi- 
dent of the Associated Broadcasters, Inc., which is the licensee of 
International Broadcast Stations, KWID No. 1, 100 kilowatts, and 
KWID No. 2, 50 kilowatts, located in San Francisco, Calif. Our 
interests include radio and television activities im San Francisco, 
Calif., Seattle, Wash., and Portland, Oreg., as well as program 
production in Hollywood, Calif. 

Mr. Wesley I. Dumm, president of the Associated Broadcasters, 
Inc., appeared before the House Subcommittee on Appropriations 
and in his statement outlined the history, experience and qualifications 
of our company. As this is a matter of record, I will not repeat 
except to point out that Associated has pioneered in the fields of 
domestic radio, television and short wave international broadcasting 
and is eminently qualified in the techniques of radio engineering, 
operation and programing. 

I have been close to the Voice of America operations from its 
inception. During the war, I served with the Office of War Informa- 
tion and since the war, I have been associated with the private side 
of Voice of America radio operations. 

America’s entry into the war found us with a tremendous propa- 
ganda and international good-will job to do and pitifully weak in 
available radio transmitter facilities. Guided by a group of experts 
in the field, a plan was developed for minimum required world radio 
coverage, 38 short wave transmitters to cover the 19 most populated 
target areas with 2 frequency coverage of each area. Associated’s 
KWID No. 1 went on the air just 5 months after “Pearl Harbor” 
and KWID No. 2 followed but it took most of the war years to com- 
plete the 38 installations. Four more transmitters have been added 
within the past year. Only a few months ago plans were cancelled 
for the installation of 2 huge new transmitter plants, 1 on the east and 
1 on the west coast. 
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ABANDONMENT OF TRANSMITTERS 


Based on budgetary reasons, the Voice Administration has recently 
abandoned 12 of our 42 transmitters and 3 more are scheduled for 

early silence. Twelve to fifteen million dollars’ worth of equipment 
will be sacrificed. House recommended reductions in the proposed 
Voice budget, if sustained, will necessarily require further curtail- 
ment. Broadcasts to free nations are almost completely discontinued 
and what is left of our Voice output is focussed on Iron and Bamboo 
Curtain countries. Such curtailment of our radio activities, our 
principle medium for promotion of good international relations, will 
have a devasting effect upon good will toward America among the 
friendly nations. 

During this period of general international unrest America needs 
friends abroad as never before and consequently a strong and effective 
radio voice. The far more extensive propaganda machine of the 
Soviet is blasting America day after day on the air waves of the world 
and unless we counteract these false charges and convince the peoples 
of other countries of our sincerity of purpose, United States prestige 
and influence will diminish. 


REASONS TO STRENGTHEN PROGRAM 


The fallacy of weakening America’s principal medium for the pro- 
motion of international good will becomes increasingly apparent when 
it is considered that: 

(A) We face an immediate decrease in mutual security and foreign 
aid expenditures. 

(BR) The number of nations participating in international radio 
propaganda activities had increased from 55 to 66, a 20 percent 
ine meee in the past 5 years. 

The total volume of international broadcasting has increased 
es Secatioad ly one-third in the past 18 months. 

(DV) The United States hours per week of interns stional broadcasts 
for 1952 totaled 54 percent of Great Britain’s and 23 percent of the 
Communist output. 

(/) The volume of our international broadcasts was less in 1952 
than in 1951 although hours of 4 of the 5 other principal participating 
countries increased. 

My purpose in appearing today is not to plead a case for the “Voice”’ 
in general, for I know that officials of the Voice of America have done 
that. I want to point out the part that private industry, if given an 
opportunity, can assume and the financial burden that can eventually 
be reduced for the te axpayer, 

Good international relations are of paramount importance to us as 
a nation but they are of equally great value to our manufacturing and 
Industrial concerns in promoting good will toward America and the 
stimulation of foreign trade and commerce. 

American business needs radio as a medium of advertising to stimu- 
late foreign commerce but has not, as yet, had the opportunity to 
develop its use. Industry is reliant upon superior international good 
will both te promote the sale of its goods in the market places of the 
world as well as to maintain friendly relations with the peoples of 
areas from which we receive our raw materials. 
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FORFEIT OF FREQUENCIES 


If our existing international radio transmitters are closed down, we 
will forfeit our frequencies. No international agreement exists today 
which will protect the United States against the loss of its interna- 
tional radio frequencies if these are not in use. 

International conferences have been held in many parts of the 
world in which ‘Associated’ has participated at its own cost in an 
effort to assure that the United States would have its fair share of the 
limited number of frequencies available for international broadcasting. 
None of these international conferences resulted in an agreement for 
proper frequency sharing largely because of the efforts of Russia and 
her satellites to grab the lion’s share. Failure on our part to use our 
present frequencies will result in their conversion to Soviet Russia’s 
propaganda purposes. Once these frequencies are lost to us, this 
primary medium for international promotion will be permanently 
unavailable. 

Conduct of psychological warfare to Russia and the Iron and 
Jamboo Curtain countries, with its various international policy 
complications, is properly the function of a responsible government 
agency. However, coverage to our allies in the free countries can 
advantageously be assumed by private enterprise. Industry, well 
versed in the science of good public relations and greatly dependent 
upon the good will of free nations, can economically develop effective 
radio program schedules designed to promote listeners, friends for 
America, and customers for our products, if given the opportunity. 

The general press and trade papers continuously point out that 
billions of dollars of American taxpayers’ money has been spent in 
developing ‘‘the good neighbor policy” in the Western Hemisphere. 
Despite the fact that the Soviet Union and half a dozen other countries 
are broadcasting full daily radio schedules to all of the Americas, our 
efforts have ceased. When we close down our transmissions to these 
countries, we surrender in our fight to reach the minds of our friends. 
American prestige and American industry both will suffer. 

“Associated” is the only international shortwave licensee on the 
west coast which has maintained consistently over a period of years 
the principle of fostering international friendly relations and trade 
through commercial international broadcasting. During our 11 
years of operation we have looked forward to that time when com- 
mercial operation would be feasible. 


EFFECT OF CONTRACT TERMINATION 


The abrupt contract termination with its short 90-day notice does 
not provide sufficient time for orderly transition from public to private 
sponsorship. Our Voice of America arrangements should be con- 
tinued through the fiscal year of 1954 to prevent our equipment which 
cost approximately $1 million from being scrapped and to permit this 
equipment to serve a new and profitable American enterprise that can 
stimulate American foreign trade, promote international good will for 
the United States and at the same time become economically self- 
sustaining, thus reducing the annual cost in future years to the 
taxpayers. 

Our shortwave plant is developed to the highest point of efficiency. 
“Associated”’ engineers have designed a new type of antenna, a para- 
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polic antenna with signal effectiveness heretofore unknown in broad- 
casting. This new antenna becomes the first real improvement in the 
science of shortwave broadcasting in many years. It has a calculated 
power gain of 500 over the normal rate of present antennas of approxi- 
mately 50. It will make a signal effectiveness in the target areas of 
our present 100-000-watt transmitters equal to that of 1 million trans- 
mitters on present antennas and render Russian jamming practically 
ineffective. 

If we are now canceled out this termination will nullify our accumu- 
lated equities and efforts of many years. Possibility of private enter- 
prise participation will no longer exist. 


SUGGESTED LANGUAGE PROVISION 


If you gentlemen agree that participation of private industry spon- 
sorship i is desirable, then I urge that a provision such as incorporated 
in last year’s bill be again included. I suggest the wording: 
of which sum $600,000 is specifically earmarked and to be used for the purpose of 
preserving friendships with the peoples of Western Europe, Pacific, Asiatic, and 
Latin American countries and other free world areas by means of radio broadcasts, 
said programs to be created and produced under private auspices but with the 
general policy supervision and control of the Department of State or agency 
entrusted with the information program, said broadcasts to be developed by one 
or more experienced private international broadcast-licensee organizations. 

We have carefully estimated that we can cover Pacific areas and 
South and Central America, 7 days per week, 6 hours per day, in 6 
languages for $292,000. 

The World-Wide Broadcasting Corp. of Boston has, also, expressed 
desire to extend its private operation and in the House meetings 
stated a figure of $318,000 for coverage of Western Europe and their 
portion of South America. 

For full understanding, this figure of $600,000 requires a bit of 
explanation. Last year the Senate inserted a similar clause and 
$200,000. In joint conference this amount was reduced to $100,000. 
In this year’s budget submission this item was included in like amount 
and reduced by the House to $70,000. This allowance was provided 
for program production. 

It must be remembered that in budgets of previous years, trans- 
mitter operating costs were included in another budget caption, operat- 
ing costs of the two plants, Associated and World-Wide, total about 
$375,000. Program appropriation requested is, therefore, $225,000. 

The $600,000 suggested for private broadcasting, worldwide in 
coverage, represents but 1 percent of even the House reduced Voice 
budget. 

Senator Feracuson. Thank you, sir, and you may proceed to tell 
us anything you feel you may have omitted. 

Mr. HuGuas. Our position is very much the same as Mr. Lemmon’s. 
It is based on budgetary reasons. The Voice canceled out 12 of our 
42 transmitters located here in this country and 3 more are scheduled 
for early silence. 


CONCERN OVER LOSS OF FREQUENCIES 


One of the things we are pretty much concerned about there is the 
loss of frequencies. We have been pretty close to the frequency 
situation, and I represented this country in several international 
conferences, and frequencies once given up don’t return to us. 
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We want to point out particularly the part that private industry, 
if given an opportunity, can play in the whole overall Voice operation, 
as private industry sponsoring advertising abroad assumes more of 
the burden of the taxpayer, and in future years can relieve a great 
deal of the total appropriation, whether it is $60 million, $87 million, 
or $114 million. 

The advertisers are very interested in that the foreign trade de- 
pends on foreign advertising. 


PRIVATE ADVERTISING 


Senator Fercuson. How much private advertising do you do now? 

Mr. Huaues. We do none, sir. 

During the month of May, after the Voice of America went off the 
South American pattern, we started a 3-hour-a-day period through 
South America and continued it through to the end of our contract at 
the end of June. The results were very, very gratifying. I think 
during the 3%-week period, we had something in the neighborhood of 
600 letters—letters that came to us from all parts of South America. 

Probably the two most gratifying parts of it were the comments they 
made on how acceptable the programing was and how strong the seg- 
ment covered. 

Unfortunately, we had to terminate that at the end of our contract 
at the end of June. 

Senator Ferauson. Are you operating today? 

Mr. Hueues. No, we are not, sir. We ran into an unfortunate 
union problem. 

Mr. Kimball did mention that we had discussed continuing on after 
the contract termination, but the union problem came up, and the 
international then became pretty difficult. So we decided then the 
situation was such that having once gone off we would stay off for 
that period. 

What we would like to point out is that we have contacted a con- 
siderable amount of business. There are a number of prospects. 
If at this time Associated, who is the only broadcaster on the west 
coast who has indicated an interest in private broadcasting, if that 
broadcast does not become possible now, it probably never will. 

It just happens that because of the cancellations, international 
broadcasting now falls within the control of a couple of licensees who 
have definitely mentioned that they are not interested in and will 
not return into the commercial field. 

The contract termination with a short 90-day notice does not 
provide for an orderly transition from public to private sponsorship. 

We feel that if our Voice of America arrangements could have 
been continued through the fiscal year 1954, it would prevent the 
sacrifice of equipment installed in at our plant at a cost of about 
$1 million. 

This equipment could be devoted to serve an entirely new and 
profitable American enterprise. It can stimulate American foreign 
trade, promote international good will for the United States, and, at 
the same time, become economically self-sustaining, thus reducing 
the annual cost to the taxpayers for future years. 

Senator Frereuson. I think that has all been covered in previous 
hearings, has it not, in previous years? 

Mr. Hvueues. It has, yes, to an extent. 
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We have not appeared in the previous hearings 

Senator Fercuson. Mr. Lemmon has been carrying the ball along 
private enterprises so far as this program is concerned for a number 
of vears. 

Mr. Hueuus. I think, sir, that, including Mr. Lemmon’s statement, 
covers it. 

Senator Fercuson. Thank you, sir. 

Mr. Hueues. Thank you. 

Senator Frrauson. We will now rise until 7 o'clock. 

(Whereupon, at 6:05 p. m., a recess was taken until 7 p. m.) 


AFTER RECESS 
FILMS 


STATEMENT OF EUGENE W. CASTLE, FORMER PRESIDENT, 
CASTLE FILMS, INC. 


PREPARED STATEMENT 


Senator FerGuson (acting chairman). The committee will proceed. 
Mr. Castie. I will receive in evidence your statement. 
(The statement referred to follows: ) 


STATEMENT OF EuGENE W. CastTie, FORMER PRESIDENT, 
CastLe Friis, Ine. 


Mr. Chairman, and members of the committee, my name is Eugene W. Castle. 
By way of introduction, | was the founder and, until 5 year ago, the president of 
Castle Films, Inc., which I established in 1923 with an investment of only $10,000. 
Castle Films, Ine., grossed $130 million in a quarter of a century of successful 
operation in the field of nontheatrical, documentary films, and | feel, therefore, 
without any thought of boasting, that I have had a long and successful experience 
in the film business. During World War II, my company was the sole distributor 
for thousands of United States Government produced films to train war workers; 
also, all of the films-released by the United States Army, Navy, and Air Force 
and the United States Department of Agriculture. These were instructive films 
for American audiences. Additionally, I personally produced and edited the 
16 millimeter News Parade covering every battle action of the war from the 
beginning until victory was achieved over Germany and Japan. ‘Those were 
accurate films of absorbing mass interest to the American people everywhere. 
They succeeded only because they were not propaganda. But, what are we facing 
now? 

As a private citizen, and taxpayer, I personally made a tour last summer and 
fall, of many areas overseas. My early training was in the newspaper field, and 
inasmuch as I had heard so many rumors and reports of waste, extravagance, 
grossly padded payrolls, and inefficient and even harmful output in our information 
offices in foreign areas, | determined to see for myself if such reports were true. 
Gentlemen, I took careful inventory of everything I saw, and I must say that, 
unfortunately, none of the reports and rumors were at all exaggerated. ‘ince 
films are my express media, I will dwell only on the motion-picture efforts of our 
United States Information people, in the hopes that my opinions and suggestions 


rT 
ul 


will be of some value to you in determining what our future program should be. 
The International Information Administration is requesting $6,400,000 to 
continue what is, in my opinion, a completely unnecessary, and even harmful, 


global motion-picture department. In addition to this dollar request, they will 
have carryover moneys unused from their past appropriations together with some 
counterpart funds which, I understand, are used when filming American propa- 
ganda motion pictures on foreign soil. Furthermore, more money goes into the 
motion-picture program through mutual security and the technical cooperation 
people, so in the final analysis the $6,400,000 requested is only a part of the total 
expenditure for this phase of our Government’s ineffective information efforts. 
A phase which I seriously and urgently recommend be eliminated at once. 
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The argument of the State Department’s publicity managers, in an effort to 
ng justify the continuance of this wholly unnecessary global film program is that 
the documentary films which they produce and acquire are a major weapon in 
the fight against communism in foreign lands. It is a well known fact to anyone 
who has the faintest understanding of the minds of our allies overseas that any 
it, motion picture which hints of propaganda will never be accepted, nor will it 
contribute to the downfall of communism. Most of these people have been ex- 
posed to propaganda since the days of Hitler and Mussolini and have developed 
an immunity to it that will likely never wear off. I should think the rapid rise 
of communism in some of the countries to which we have given billions in the past 
few years, and in which we have spent millions on telling them about the billions 
we were giving would be a sufficient answer as to whether or not our expensively 
made endless nuinber of propaganda films have been effectively received and 
digested. If we cannot take lesson from our own 4-year-old failure, then let us 
look at the effect the rank propaganda of the Russians has had on the Germans, 
who are not sufficiently hemmed in by the [roa Curtain to be kept from the 
outside world. 
The film program of the State Department hes recently gotten entirely out of 
T, hand. Finding that the documentary films made in this country, some by the 
State Department or under their direction, some by private industry and the 
labor unions, was not doing well overseas—although they will tell you of the 
millions who see these pictures each year—The Film Section decided to make 
pictures overseas, on foreign land, of the foreign peoples and their lives. Is this 
following the directive which set up our information program of telling foreign 
. people about America, American life, ideals, and our Government’s policies? 
These films, made at great expense overseas with American money and manpower, 
are in reality completely foreign to everything that America and Americans do and 
stand for. Why tell people about things they already know and see around them 
every day? Is this a job for the American taxpayer, already overburdened? 
Let me say, gentlemen, that, in my opinion, the reason our theatrical movies 
are doing a good selling job for our country and its people around the world is that 
they tell the truth—the good and the bad about us as human beings. For 50 
years American movies have been enjoyed by foreigners. Have you ever seen 


er 


T the lines outside theaters showing American movies in foreign countries? I have 
. and the answer is obvious—the public likes them. And right here let me hasten 
l to make it clear that I have absolutely no connection with, or financial interest in, 
, any motion-picture company, theatrical or otherwise. Last year the Russians 


showed about a dozen of their feature-length movies outside of the Lron Curtain. 
These films received restricted theatrical exhibition in most foreign countries 
where they were shown—and in many countries the Red films were not exhibited 
at all. In contrast to this the Americans released more than 330 new features to 
the theaters of the world. ‘These were shown extensively in nearly all countries, 
| and, additionally, hundreds more of previously released subjects and reissues 
made in America were exhibited to world audiences. Any International Informa- 
tion Administration official who tries to compare Russian feature coverage with 
the overwhelming advantage enjoyed by Americans is simply whistling down 
an empty street. Have you ever thought why these films of our are so popular? 
The answer is a simple one: Because they are not propaganda, inade by our 
Government, or in any way tied in with our propaganda machine. 

The publicity people in the State Department’s motion-picture seetion will tell 
you that these documentary type films they are reles as reach an audience of 500 
million annually. I think these andience figures are strietiy made in W ashington 
No proof of exhibition, or indication on how and where exhibitions were made, or 
over what period, is ai any time indicated. It is a virtual impossibility to obtain 
the global audience indicated even if the coverage made was intensive and honestly 
accounted for, which it is not, and I cite an example of this: In my personal 
theck of our Government’s film activities abroad, | found a film made to show 
the French farmer how to use American tractors was being exhibited by one of 

; the many American mobile units running around foreign countries. Asking for 
a report on the number of people to whom the film was shown, my informant, 
who was assistant to the head of the section handling the film, said it was impos- 
sible to even guess how many people saw the film—he said the individual audi- 
enees consisted of not more than 10 to 25 people, and because of the subject 
matter, the film’s use was limited. And yet, I found that the head of the section 
reported to Washington that the tractor film was seen by an audience in excess 
of 100,000. 

Think of it, our Government has 355 mobile units, costing in excess of $6,000 
each, and some 6,700 sound projectors, at a cost of $400 each, in circulation 
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throughout the world—a total investment of the American taxpayers’ money of 
over $5 million. Much of this equipment is a total loss to us, and the use that 
is being made of it is very questionable in value. I found that truck operators 
take their friends out for trips in these Government mobile units, while they are 
supposed to be showing the French farmer how to farm through some of the 
ridiculous films made for such purposes. The French farmer doesn’t take this 
seriously, and often the filming turns into a gala outing, complete with wine, and 
with the audience-attendance forms required by Washington being filled in with- 
out bothering to put the propaganda film into the projector. And the wine, by 
the way, is obtained at 26 bis, rue Francois Premier, Paris, where the Mutual 
Security Agency maintains film headquarters—so even the wine for these excur- 
sions is furnished by the goodhearted American taxpayer—and this I saw with 
my own eyes or I could never have believed it. 

In South America, large American pharmaceutical concerns have, for years, 
exhibited movie cartoons and drug demonstration films from mobile, projector- 
equipped trucks. Showings are made to distressed people in rural communities, 
jungle settlements and other out-of-the-way places. Following the showing of 
the short entertainment films and cure-demonstration movies, a barker mounts 
the rear of the truck and offers pills, powders and liquids guaranteed to bring 
about immediate cures of all ailments and tropical diseases. Natives throughout 
Central and South America have become accustomed to this medicine movie 
man technique to herald the arrival of the mobile drugstore, but they are puzzled 
when they see our State Department following the same method of showing its 
varied assortment of films—so what we are actually doing is placing our pictorial 
propaganda on the same level as the medicine barker. 

Bitter hatreds and deep envy are being developed in the hearts and minds of 
oppressed and underprivileged peoples by mirroring to them our slanted United 
States Government pictures. We are depicting living conditions and luxuries 
that these people can never hope to attain for themselves. And we are making 
enemies, not friends, by the envy they engender. Taxpayer-supported global 
movie showings are not propaganda for Americans because they actually move 
unthinking and envious masses toward the pleadings and false arguments of 
Communist fifth columnists. Our propaganda movies, in short, are moving bill- 
boards for communism—not democracy. And those who urge further waste of 
time and money on their production and exhibition are consorting with Com- 
munist aims whether they know it. or not. 

The showing of propaganda motion pictures cannot be effective even if the 
product is good. I ask you, gentlemen, how we as Americans would receive 
propaganda films made by other countries to indoctrinate us? How would we 
receive slanted propaganda films in our theaters where we pay admission for 
entertainment? How would we receive any foreign government’s—friend or 
foe—mobile projector units roaming around our countryside, encroaching on our 
property and our minds? You and I both know we wouldn’t take it—we would 
object vigorously to anyone attempting to tell us how to live, love, run our schools, 
farms, industry, and government. 

The truth is, gentlemen, we do not need Government motion pictures. We do 
not need any part of a global Government movie program. With a $9 billion 
deficit for the year just ended, and a $7 billion deficit assured for the year just 
beginning, there can be no security for Americans at home, or for those who profess 
friendship for us anywhere on this earth, if our country and its people are even- 
tually forced into fiscal bankruptcy. So we must start somewhere cutting out 
needless extravagances, and only our Congress can stop such useless, harmful 
spending as this Government motion picture program evidences. I know that 
it seems almost impossible to get rid of a department or function once our Govern- 
ment sets it up, even though the effort proves fruitless, but I feel certain that in this 
case it will be obvious to everyone that this unwarranted motion picture activity 
must be stopped completely. 

I could go into detail on the waste and extravagances, and the stupidity in the 
handling of all phases of this film program, but I know that your committee already 
has access to these details. The most important factor, after all, is that the film 
program is useless and harmful whether $6 million is poured down the drain, or 
a much larger sum, and, in my opinion, the sooner it ceases, the better it will be 
for our country and its tax-burdened citizens. 

As the members of this committee well know, the International Information 
Organization’s motion picture activities which I have discussed in some detail, 
comprises only a small segment of our present overseas propaganda program. 
Therefore, I desire to offer to this committee what I believe would be a sound 
and economical method to present our Government’s policies and ideals to all 
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peoples overseas and to do this in a manner that would command both attention 
and respect for our country and its citizens. 

To successfully accomplish this objective is really relatively simple. All that 
is required is a small steff of American newspapermen operating from within 
the State Department in Washington and directing other American newspapermen 
assigned to duty at our embassies and ministries throughout the world. The 
responsibility of our overseas press representatives should be to interpret our 
Government’s policies and diplomatic objectives to the peoples of ell foreign 
countries. This can be effectively accomplished through full utilization of the 
esteblished and recognized foreign press and radio facilities of these countries. 
In my opinion, this is the only way for us to put our costly propaganda ineffec- 
tiveness behind us, and to substitute for it a positive and successful program of 
straight American news. The news bureau I am suggesting and inclusive of a 
15-minute daily radio news broadcast to the behind the Iron Curtain countries 
only could be effectively staffed and maintained at a cost of not more than $10 
million annually, and this amount should be adequate. 

If our State Department would adopt this simple and direct method of con- 
verting propaganda into news by substituting our own American methods of 
news presentation oversees, we would procleim to all peoples everywhere that 
the Government of the United States has cut away from the dangerous tension 
wires of global prope ganda and substituted for it the unvarnished and ungarnished 
truth about ourselves because all who are familier with the dissemination of 
news realize that one column of straight and truthful news matter would prove 
a greater contribution to our permanent peace and security than would 10 bill- 
boards of provocative propaganda. 


Senator Ferauson. Do you care to make any remarks outside of 


the statement? 
RUSSIAN FILMS 


Mr. Caste. Senator, I will just refer to one paragraph in my state- 
ment which I would like to underscore. There has been a great deal 
of talk about these Russian films, as I stated here, and I want you to 
know that I have checked this very carefully and my statement is 
correct when I say that not more than a dozen Russian feature films 
were shown in theaters outside of the Iron Curtain countries last year. 
Against that more than 300 American pictures were exhibited in the 
theaters of the world. 

Senator, I feel this very strongly because I think I indicated to you 
some time ago I have been traveling around for 2 years looking into 
not only this picture thing, but other things that I regard as excesses 
and wrongs, particularly in connection with this [AA program. 

For example, I obtained yesterday this information from feature 
producers in New York City and I make it clear to you, as I have in 
my statement, that I have no connection with the motion picture 
business, have not had for 5 years and I am not in any way repre- 
senting them. The professional feature producers of the United 
States spend nearly $300 million annually in the production of enter- 
tainment motion pictures and have won world acclaim for half century. 

Is it not asking too much of the American taxpayers to expect them 
to foot the bill for even a small fraction of this amount for propaganda 
documentation? This is not in my statement. What can $6 million 
do for us that $300 million cannot do? 

My point is, Senator, that we dominate the picture screens of the 
world where people can see motion pictures. They reflect our true 
life, good or bad, and therefore in these times with a $10 billion deficit 
behind us and the possibility of another one coming up, it seems to me, 
and I say this with a lifetime of experience, successful experience, in 
this particular activity that, this motion picture program is not needed, 
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is not wanted, and somewhere we are going to have to get down to 
work. 

I think this is an excellent place to start. 

That is my whole point, Senator, and the substance of my statement. 

Senator Fereuson. Thank you very much. I appreciate your 
coming in and giving us your views and your statement. 

Mr. Castixr. I have stated them fully in my statement. 

Senator Fsrcuson. Yes, | know you have. Thank you very much. 

Is there anyone here representing the American Legion? No one 
has answered. 

Orrice oF Epucation 


STATEMENTS OF B. ALDEN LILLYWHITE, ASSOCIATE DIRECTOR, 
FEDERALLY AFFECTED AREAS; JOHN F. HUGHES, ASSISTANT 
TO THE DIRECTOR, DIVISION OF SCHOOL ASSISTANCE IN FED- 
ERALLY AFFECTED AREAS; MARIE E. SCHUTT, BUDGET AND 
FISCAL OFFICER; PERE F. SEWARD, COMMISSIONER, DIVISION 
OF COMMUNITY FACILITIES AND SPECIAL OPERATIONS, HOUS- 
ING AND HOME FINANCE AGENCY; JOHN M. FRANTZ, DIRECTOR, 
BUDGET AND ORGANIZATION STAFF, HOUSING AND HOME FI- 
NANCE AGENCY; AND ROBERT W. BROWN, ASSISTANT BUDGET 
OFFICER, DHEW 


PREPARED STATEMENT 


Senator Frrauson. Is there anyone here representing the Office of 
Education? 

Mr. Lillywhite, I will receive your statement in the record. 

(The statement referred to follows: ) 


STATEMENT OF B. ALDEN LiLLywurre, AssociarTE Director, Division or ScHoo! 
ASSISTANCE 


Mr Chairman and members of the committe >. I am here in support of the 
President’s request for supplemental funds to extend the sechool-construction 
program in federally affected areas in the fiscal vear 1954. 

This item of school-construction funds is, as you know, based on legislation 
now before the Congress. The House has passed H. R. 6049 which contains 
some provisions not recommended by the Department of Health, Education, and 
Welfare or the President. The Senate Committee on Labor and Public Welfare 
has before it the bill as passed by the House and 8S. 1596 which is the original 
administration proposal for this new school-construction program. The Edu- 
cation Subeommittee of the Senate committee has recommended to the full 
Committee on Labor and Publie Welfare the Senate bill, with minor technical 
changes 

The appropriation request before vou is based on the administration’s proposals 
as embodied in 8. 1596, which require less Federal funds than would be required 
under H. R. 6049 as passed by the House. The request before you will permit 
the program to get under way at a reasonable level, whatever provisions are finally 
appro\ i bv the Congress 

The committee is familiar, I believe, with the program of school conscruction 
undertaken pursuant to Public Law 815 (Sist Cong.). This act was designed to 
pick up the post-World War Ii school-construction requirements in areas affected 
by Federal activities. The act contained a termination date of June 30, 1952, 
for applications from local school districts and for counting Federal impact. 

\ total of $341,500,000 has been appropriated by the Congress through the 
fiscal vear 1953 to finance school construction requirements under the existing 
Public Law 815. Of this amount $294 million has been made available for grants 
to local school districts under section 202 of the act, and $47 million was set aside 
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for construction of temporary school facilities and for construction of schoo! 
facilities on Federal bases where no local educational ageney was able to provide 
such facilities. The $294 million has virtually all been allotted to 1,220 projects 
in 730 local school districts and will provide approximately 12,800 classrooms 
housing approximately 396,000 schoolchildren. When the section 203 and 204 
projects are included, the total will be approximately 14,500 classrooms housing 
$00,000 children. Local school districts have contributed on the average of 27 
percent of the cost of school facilities built under this program and in addition 
have spent $550 million of their own funds to construct school facilities during 
and after World War If. This program has assisted the federally impacted 
school districts over a most difficult period and has aided the national defense 
effort in a most significant way. 

When drafted, Public Law 815 did not contemplate the defense buildup to 
follow in the wake of the Korean conflict and, therefore, made no provision for 
the influx of children into defense affected communities after June 30, 1952 
The present bill would extend Public Law 815 through June 30, 1954, for applica 
tion purposes and provide 2 years for making appropriationr. As submitted by 
the Department, it was de signed to assist only those areas where the school 
housing problem is becoming extremely critical because of in-migration since 
June 30, 1952, of federally connected children. The proposal also was designed 
to obtain the largest possible contribution from the local communities and spread 
the Federai grants in a.manner that would produce the largest possible amount 
schoolroom space for the money expended. 

In addition to providing for school construction requirements in the defense 
impacted communities of the Nation, the new legislation provides for long 
needed school construction in areas where school districts have been seriously 
affected by Federal land acquisitions but which have not qualified for funds 
under Public Law 815 because of lack of growth in their school population 
These, of course, are primarily those districts which contain or border Indian 
reservation lands. The new title LV is designed to take care of the most urgent 
needs in this category. 

The details of cost estimate are presented in the justification statements pro 
vided the committee. I will attempt at this point to mention only a few of the 
highlight figures upon which this request is based. 

Information received last fall from over 1,200 school districts revealed that 
840 districts would have unhoused schoolchildren as a result of defense in-mig 
tion. Total school membership increases in these districts were estimated to 
amount to 520,000, of which 360,000 were expected to result directly or indi 
rectly from Federal activities. It was estimated that 231,000 of these children 
would be without school facilities by June 1954. The estimates of cost before 
you are based on the application of the new formula proposed by the adminis- 
tration to the data contained in these reports of anticipated increases in enroll 
ment of federally connected children. The estimated costs amount to $100 
million for grants to local school districts for construction of schools. Of this 
amount $64 million is included in this initial request. It is estimated that this 
amount will cover only those communities having a 25 percent or greater in- 
crease in enrollment of schoolchildren due to Federal activities in addition to a 
normal increase of at least 10 percent in their non-Federal school enrollment 
\n additional $10 million is required to build on-base schools on military installa 
tions. Title IV requirements are limited to $20 million in the bill and half of 
this amount is included in this initial request. The request before you is for 
$8414 million: of which $500,000 is for technical services to be rendered by the 
Housing and Home Finance Ageney in 1954. 

The additional salaries and expenses requested for the Office of Educatio: 
amount to $263,000. This will provide funds for 20 additional persons at head 
quarters and 30 additional positions in the field. Requirements for the head 
quarters staff are based on assumed filling of positions by mid-September of the 
fiscal year 1954 and for the filling of field positions by October 1, on the average 
This is a minimum requirement for staff if we are to launch this new program 
without undue delay. 

That completes my prepared statement. I shall be glad to answer any ques- 
tions the committee cares to ask. 


Senator Ferauson. Is there any specific thing that you would like 
to tell the committee? 
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PENDING LEGISLATION 


Mr. Littywaire. Nothing, except to say, Mr. Senator, that 
legislation is now in the Senate which extends this program for 2 
more years. It has passed the House. The exact nature of the 
proposals that will be passed are not yet known. 

This request for appropriation came up this morning. We were 
not notified until about 10 o’clock this morning, that it would be 
here and that is why the statement is late. 

1 will be pleased to explain any of the details of it, answer any 
questions, or however you wish to proceed. 

Senator Frercuson. Have you been before the House on it? 

Mr. Littywuire. No. The legislation passed the House about 2 
weeks ago. I have been before a subcommittee of the Senate Labor 
and Public Welfare Committee, and they reported out a proposal 
yesterday. The full committee in the Senate has not vet met. 

Senator Fercuson. On the legislation? 

Mr. Littywarre. On the legislation itself, sir. 

Senator Frerauson. I will put in the record the supplemental 
budget estimate. 

(The material referred to follows: ) 


[S. Doc. 66, 83d Cong., Ist sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING 
PROPOSED SUPPLEMENTAL APPROPRIATIONS FOR THE DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE, FiscaL YEAR 1954, AMountTiING To $84,763,000 


THe Wuite Hovuss, 
Washington, July 23, 1958. 
The PRESIDENT OF THE SENATE 

Sir: I have the honor to transit herewith for the consideration of the Congress 
proposed supplemental appropriations for the fiscal year 1954, in the amount of 
$84,763,000, for the Department of Health, Education, and Welfare. 

The details of these proposed appropriations, the necessity therefor, and the 
reasons for their submission at this time are set forth in the attached letter from 
the Director of the Bureau of the Budget, with whose comments and observations 
thereon I concur. 

Respectfully yours, 
Dwicut D. EiseNHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGERT, 
Washington 25, D. C., July 22, 1958. 
The PRESIDENT, 
The White House. 
Sir: I have the honor to submit herewith for your consideration proposed 
supplemental appropriations for the fiscal year 1954, in the amount of 
$84,763,000, for the Department of Health, Education, and Welfare, as follows: 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
OFrFricE oF EDUCATION 
SALARIES AND EXPENSES 
For an additional amount for ‘Salaries and expenses’, $263,000: Provided, 


That this paragraph shall be effective only upon enactment into law of H. R. 6049, 
Fighty-third Cor gress 
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ASSISTANCE FOR SCHOOL CONSTRUCTION 


For providing school facilities and for grants to local educational agencies in federally 
affected areas, as authorized by titles, III and IV of the Act of September 23, 1950 
(Public Law 815), as amended, including not to exceed $500,000 for necessary ex- 
penses of technical services rendered by other agencies, to remain available until 
expended, $84,500,000, of which $10,000,000 shall be available for carrying out title 
lV of said Act: Provided, That no part of this appropriation shall be available for 
salaries or other direct expenses uf the Department of Health, Education, and Welfare: 
Provided further, That this paragraph shall be effective only upon enactment into 
Law of H. R. 6049, Eighty-third Congress. 

H. R. 6049, which has passed the House and is now pending before the Senate 
would revise and extend Public Law 815, approved September 23, 1950. The 
purpose of these supplemental estimates is to provide funds required during 1954 
for construction payments based on increases in enrollment from July 1, 1952, to 
June 30, 1954, of federally connected children; for school construction on Federal 
property, principally military bases; and for payments under title [V to certain 
other school districts, primarily because of Indian children attending public 
schools. While these estimates will not provide funds to carry out all provisions 
of H. R. 6049 as it passed the House of Representatives, they will provide for the 
1954 needs for the highest priority areas. They will also provide for technical 
and engineering services by the Housing and Home Finance Agency and for the 
added costs, because of the amendments, of administration of the law by the 
Department of Health, Education, and Welfare. 

I recommend that the foregoing proposed supplemental appropriations be 
transmitted to the Congress. 

Respectfully yours, 
Jos. M. Dopesr, 
Director of the Bureau of the Budget 


COST OF PROGRAM 


Senator Ferauson. Have you been able to determine what the 
actual cost of this program will be? 

Mr. Littywuire. Yes, we have, sir. The figures are not completely 
accurate. The total cost of the bill as recommended by the Depart- 
ment of Health, Education, and Welfare is $130 million. An appro- 
priation can be made this year and next year according to the terms 
of that bill. The House passed a measure that authorized slightly 
more money than that. The Senate action yesterday in the “sub- 
committee retained the provisions of the administration’s recom. 
mendations. The request here is for $84 million of that $130 million, 

Senator Ferauson. Do you believe that is essential this year? 

Mr. Littywarre. It provides only for the most emergent cases. 
This provides for those school districts that have experienced 25 per- 
cent or more increase in school population because of Federal activities 
in addition to their normal increase not due to Federal activities. 

It provides only those most emergent cases. 

Senator Fereuson. I think your statement makes an explanation 
of it. 

Mr. Littywuite. We have submitted this also. 

Senator Frereuson. The Housing and Home Finance Agency will 
participate in this program of school construction to perform certain 
architectural and engineering services by agreement with the Office 
of Education. Mr. Pere F. Seward has a statement in justification 
of the $500,000 budgeted for these purposes and I shall insert it in 
the hearings at this point. 

(The material referred to follows:) 


35192—5: 


——45 
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STATEMENT OF PERE F. Sewarp, Commissioner Division or Communtrty Factt- 
ITIES AND SPECIAL Opprations Orrice oF THE ADMINISTRATOR, HovusiIne 
AND Home FINANcE AGENCY 


Mr. Chairman and Senators, I am here today to answer any questions you may 
have concerning the budget request that $500,000 of the funds appropriated for 
provision of school facilities under the pending bill, H. R. 6049, be made available 
for technical services to be rendered by our Agency. If I may, I will explain 
briefly to the committee the nature of these services. 

The working agreement between the Housing Administrator and the Com- 
missioner of Education is intended to accomplish the following major objectives 
1. To enable the school districts to plan and construct their projects faster ; 

2. To provide more school facilities per dollar of Federal funds expended; 

3. To help produce school buildings better planned architecturally and struc- 
turally, thus insuring longer life and greater utility; 

4. To assist the school districts to avoid legal, financial, and administrative 
difficulties; and 

5. To insure the carrying out of the intent of Congress as set forth in the 
statute, including compliance with all applicable Federal laws and regulations 
pertinent to expenditures of Federal funds, the Bacon-Davis Act, ete. 

To realize these objectives, we provide technical assistance to the Office of 
Edueation and to the local school district 

A school district in a federally impacted area files with the Office of Education 
a request for financial assistance in the construction of school facilities. Unless 
the Commissioner rejects the application, the school district then prepares and 
submits to one of our field offices an application for a specifie construction project 
That application outlines the scope of the proposed work, the type of constructior 
desired, an estimate of the cost, from what sources and in what amount from a 
monetary standpoint the district preposed to participate, the location of the 
proposed site, evidence of title to the site, a citation to its authority to construct, 
maintain, and operate the proposed school, and other pertinent detail. That 
material is examined in our field office and a recommendation based on the 
engineering, financial, and legal aspects of the project is submitted to our central 
office. We here review the findings of the field and prepare a recommendation to 
the Commissioner of Education. We also secure from the Devartment of Labor 
a determination as to the wage rates applicable to the proposed project. 

Upon the approval of the project by the Commissioner of Education, our 
field office and the school district are advised. The school district then enploys 
its architect who prepares the detailed plans and specifications. The architect’s 
contract is examined and concurred in by our regional office. Plans and speci- 
fications are in turn submitted to the State department of education, the field 
representati\ e of the Office of Education, and to our regional office. There the, 
are checked for conformity to the project as approved by the Office of Education, 
for structural soundness, for their adaptability to competitive bidding, for non- 
restrictive use of materials, and other items. When the plans, spec ifications, and 
propesed contract documents are approved, the school district is authorized to 
advertise for bids. The district is also provided with the wage rates predeter- 
1rined by the Secretary of Labor for use in the construction of the project. After 
bids are received, tabulated, and the low bidder determined, the school district 
awards the contract subject to the concurrence of our regional office. 3efore 
concurring in the award, the regional office examines the tabulation of bids, the 
proposed award of the contract, the bond or bonds for performance, the necessary 
resolutions by the governing body of the school district, ete. When approved, 
the contract is official. The field engineer works out with the architect and 
contractor the schedule of operation. 

When work is undertaken, the field engineer makes periodie inspections to 
insure that the work done and materisls used are in conformity with the eontract 
as regards type, quality, scope, and workmanship; that wage rates paid are in 
eceord with the approved schedule; approves or modifies the necessary change 
orders; checks a e r¢ -commends payments to Bye, school district from the Fede ral 
allocation ; checks all payments made on behalf of the project from the construction 
account; and pr rfor rms other items of work 2s may be necessary in the accomplish- 
ment of the project. 

The regional office works with the local school district in the preparation of the 
equipment schedules, the advertising and award of contracts for equipment, and 
the inventory and payment therefor. 

The final : spection, acceptance of the work, and certification for final payment, 
together with the final report on the project, is the responsibility of our field force. 
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In the case of projects constructed on federally owned sites, the full responsi 
bilities for all planning and construction operations are in the Housing and Hom 


I nance Age nec 


On the basis of the workload estimates provided to us bv the Office of | 


tion. we estimate that the cost of added staff, travel, and other expense 
purposes during fiscal year 1954 will ainount to $500,000 
If l may, Mr. Chairman, I should like to off 




















yr the record tables showing 





workload and the estimated expenses in detail and also a somewhat longer 
ment des bing our operations, so that the formation will be available he 
committee in the record of the hearings I will be glad to answer any further 
questions you may have at this time, of course 
TABLE I. Workload of school-construction yrogram u ide H. R. 6 ,9, non m C- 
tive by quarters (based on fund reservations in fiscal year 1954) 
| Fiscal year. 1954 Fiscal year 1955 
’ : 
Fi 
Sept.| Dec. Mar. | June | Sept.| Dec. | Mar. | June ; 
+0, 1, 31, 30) 30) 31, 31, ri 19st 
1953 1953 1954 1954 1954 1954 1955 19 
‘Total project 
Fund reservations 10 Ist) 365 306 
HHFA report 5 160 19. gR5 116 
Construction start 6 260 SOK 191 45 
Project completions 100 17 270) 240 
Average under construct i $2 195 42 420 196 
Non-Federal projects (sees, 305 and 3uy 
Fund reservations LAO 250) 100 
HHFA report on application 130 150 17 45 
Construction starts A) 150 170 110 20 
Project completion 35 60 170 190 } 
Average under construction 25 125 268 360 310 140 
Federal projects (s¢ 310 
Fund reservation 10 30 l 6 
HiILFA report on project plan 30) | 10 l 
Construction starts 15 30 10 6 
Project completions i) 15 25 10 ti 
Average under constructio! 7 i) 4 4+) 20 il 
Non-Federal projects (title L\ 
Fund reservations 100 200 
HHFA report on application 30 200 70 
Construction starts 80 120 75 25 
Project completions 60 100 75 4) 2 
Average under construction 40 110 127 90 45 
TABLE I] Workload of school construction program under H. R. 6049, cumulative 
by quarters (based on fund reservations in fiscal year 1954 
Fiscal year 1954 Fiscal year 1955 
Fisca 
Sept. | Dec. | Mar, | June | Sept.) Dec. | Mar. | June | Y°3! 
30, si, 31, 30, 30), 31, 31, 30. 1956 
1953 | 1953 | 1954 | 1954 | 1954 | 1954 | 1955 | 1955 
Total projects 
Fund reservations 10 190 555 R61 S61 861 R61 S61 Nt 
HHFA reports § 165 0 74 R61 861 S61 861 Re 
Construction starts 65 325 625 816 861 R6L y 
Project completion 100 275 545 735 St 
Non-Federal projects (secs. 305 and 309 
Fund reservations 150 100 500 500 500 500 SOO 0 
HHFA report on applications 130 280) 155 500 500 ROU 00 
Construction starts A 200 70 480 500 OO 
Project completions 35 95 265 455 0) 
Federal projects (sec. 310 
Fund reservations 10 10 55 61 61 61 61 61 
HHFA report on j ject plan 5 > i) 60 61 61 61 6l j 
Construction start | 45 55 61 61 
Pr ject completions 5 20 45 5, 61 
Non- Federal } rojects (tithe IV 
Fund reser vations 100 300 00 300 s00 00 
HHFA report on applications 0| 20) 300 Ow 300 00 ” 
Construction starts 80 200 275 s00) ao 
Project completions 6 160 235 275 0 
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TaBLe III.—School construction program—Summary of estimate for technical 
services by other agencies 


Fiscal year 1954 


| Man-years Amount 
Direct processing costs: 
Engineering 49.3 | $5085, 440 
Legal 3.4 | 22, 880 
Project accounting and audit 3.9 | 21, 840 
Financial analysis 4.0 | 28, 000 
Subtotal, direct processing costs 60.6 | 78, 160 
Indirect costs 11.4 60, 240 
Total, personal services 72.0 438, 400 
Other objects of expense | 
Travel | 40, 000 
Transportation of things ‘ | SAO) 
Communications 10, 640 
Rents and utilities 
Printing and reproducti 1, 680 
Other contractual services } 3, 120 
Supplies and materials 4, 560 
Equipment 
Taxes and assessments | | 720 
Subtotal, other objects | 61, 600 
Total, school constructiotr 72.0 500, 000 
| 
Recapitulation, personal services 
Departmental 11.8 | 64, 000 
Field 60. 2 374, 400 
I Ann cidsmminsnaneuishiatindaiemaeiidats ‘ - mee s a 72 0 | 438, 400 


SMALL Business ADMINISTRATION 


STATEMENTS OF WILLIAM D. MITCHELL, ADMINISTRATOR; 
HAROLD R. SMETHILLS, DEPUTY ADMINISTRATOR; ROBERT A. 
MAHEU, SPECIAL ASSISTANT TO THE ADMINISTRATOR; DANIEL 
J. CARR, DIRECTOR OF PERSONNEL; AND KEITH L. HANNA, 
DIRECTOR, OFFICE OF BUDGET AND FINANCE 


LETTER OF ACTING DIRECTOR OF THE BUDGET 


Senator Frereuson. Is anyone here from Small Business Adminis- 
tration? 

I will put in the record a letter from Mr. Rowland Hughes, Acting 
Director of the Bureau of the Budget, to the President on this item. 

(The letter referred to follows:) 


(Estimate No. 48, 83d Cong., Ist sess.) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeEt, 
Washington 25, D. C., July 24, 1958. 
‘The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration proposed 
supplemental appropriations for the fiscal year 1954 in the amount of $72,925,000 
for the Small Business Administration, and the withdrawal of a proposed supple- 
mental appropriation for the fiscal year 1954 in the amount of $3,250,000 for the 
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Small Defense Plants Administration contained in House Document 176, now 
pending before the Congress, involving a net increase of $69,675,000, as follows: 


“INDEPENDENT OFFICES 


“SMALL Busingess ADMINISTRATION 


“SALARIES AND EXPENSES 

“For necessary expenses, not other wise provided for, of the Small Business 
Administration, including expenses of attendance at meetings concerned with 
the purposes of this appropriation and hire of passenger motor vehicles, $2,925,000; 
and in addition, not to exceed $1,575,000 may be transferred to this appropriation 
from the Revolving Fund, Small Business Administration, for administrative 
expenses in connection with activities financed under said fund: Provided, That 
this appropriation shall be available for necessary expenses in connection with the 
liquidation of the Small Defense Plants Administration: Provided further, That 
this paragraph shall be effective only upon the enactment into law, during the 
first session of the Eighty-third Congress, of the Small Business Act of 1953. 


“REVOLVING FUND 


“For the revolving fund authorized by the Small Business Act of 1953, to be 
available without fiscal year limitation, $70 million: Provided, That this paragraph 
shall be effective only upon the enactment into law, during the first session of the 
Lighty-third Congress, of the Small Business Act of 1953. 


“REVOLVING FUND, SMALL DEFENSE PLANTS ADMINISTRATION 


“The revolving fund authorized by paragraph (2) of subsection (a) of section 
714 of the Defense Production Act of 1950, as amended, shall remain available 
during the fiseal year 1954 for payment of obligations and direct costs under 
contracts entered into during the fiscal year 1953.” 


SMALL DEFENSE PLANTS ADMINISTRATION 
SALARIES AND EXPENSES 


Delete the item contained in my letter of June 12, 1953 (p. 5, H. Doe. 176, 
83d Cong.), under the above head. 


REVOLVING FUND 


Delete the item contained in my letter of June 12, 1953 (p. 5, H. Doc. 176, 
83d Cong.), under the above head. 

Both the Senate and the House have now passed bills creating a new small 
business agency. While there are differences between the two bills which will 
have to be worked out in conference, both bills would establish a Small Business 
Administration with substantially similar functions and both would provide for 
the liquidation of the Small Defense Plants Administration. These estimates 
include provision for features of the Senate bill which were not contained in the 
House bill. 

These estimates provide for the necessary administrative expenses of the new 
Small Business Administration, for the initial funding of the revolving fund 
authorized by both House and Senate bills, and for the expenses of liquidating 
the Small Defense Plants Administration. A language provision is also pro- 
posed which would continue available during 1954 the revolving fund established 
under section 714 of the Defense Production Act, in order to accomplish the 
orderly liquidation of contracts entered into under this fund in the fiscal year 1953. 

Respectfully yours, 
RowLanp HvuGuHes, 
Acting Director of the Bureau of the Budget. 


Senator Ferauson. Will you proceed? 

State your full name? If you have a prepared statement we will 
receive it as part of the record. 

Mr. Mircue.t, Fine, sir. 

(The statement referred to follows:) 
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STATEMENT SuBMiTTep BY WiiuiaM D. MircHeLi. ADMINISTRATOR, SMALL 
DEFENSE PLANTS ADMINISTRATION IN Support OF THE BupGet REQUEST 


FOR Fiscat YEAR 1954 FOR THE SMALL BUSINESS ADMINISTRATION 


Mr. Chairman and members of the hcomanelitan) I appear before you in support 
of the President’s 1954 budget request proposing appropriations to finance the 
programs to be carried out in fiseal year 1954 by the Small Business Admin- 
istration 

You are aware of the status of legislation providing for the establishment of 
the Small Business Administration, as a successor in effect to the Small Defense 
Plants Administration whose statutory life expires on July 31, 1953, but with 
added duties and responsibilities. The proposed legislation is now under con- 
sideration by a committee of conference, and the President’s appropriation 
request has been submitted in anticipation of early enactment of the subject 

gislation 

As a result of the necessity for almost overnight development of budge‘ary 
estimates for the contemplated new agency, it has not been possible to present 
for your information and consideration the usual, detailed form of estimates. 
We have prepared and furnished to the committee brief outlines of the requests 
and I will be glad to furnish further explanation as you may desire 

With your permission, it is my intention to me k without benefit of a written 
statement in respect to the 1954 programs of SBA as I see them from my position 






as Administrator of SDPA. I will submit for the record a statement designed to 
present the more significant accomplishments of SDPA during the past fiscal 
vear, Which accomplishments in my epinion amply justify the continuation of the 
programs of assistance to small business 

Sinee economical operation of Government agencies is properly one of your 
chief interests (and likewise ming I am sure vou will be gratified to learn that 
in the course of assisting small | iness SDPA has saved the Government more 
money than it has spent. This fact alone, in my opinion, gives considerable 


justificati: n for the request before vou since the activity responsible for the 


SaVIngs W ild be continued by SBA 


Before | pro eed further, allow me to make a personal re‘erence. President 
Eisenhower nominated me as Administrator of the ae Defense Plants Ad- 
ministration on May 21. The Senate confirmed the nomination on June 4, and 


I took the oath of office a few days later, on June 8. 

T came to SDPA from a position in a small manufacturing plant where I not 
only became familiar with the many problems of small business, but gained 
experience in the economical and efficient planning and manageent of a going 
concern. Iacce pter d the position with a firm purpose to manage SDPA and con- 
duct its programs in the same economical and efficient manner, as if it were my 
own business. If I am nominated to continue as Administrator of SBA this same 
policy will be my cardinal rule of operation. It is my intention to produce the 
best quality product at the lowest possible cost. 

To assist me in accomplishing this objective, it is my desire to obtain the best 
qualified men available for the highly importan t, top-level jobs in the new agency 
These jobs would carry arene pores of su ch importance as to warrant their 
classification as supergrades (GS-16, GS-17, and GS-18). H. R. 5141, as passed 
by both the Senate and the House of Representatives, makes no provision for 
such supergrades, without which it would not be possible to recruit the type of men 
essential to the Administration’s successful operation. Being established under 
the Defense Production Act, SDPA was able to obtain supergrades under the 
authority of that act, but such source is not available, of course, to the new 
agency. 

I have discussed this problem with officials in the Bureau of the Budget, who 
have informed me that while they are unable to make any formal recommendation 
since this is a matter within the jurisdiction of the Civil Service Commission), 
they would have no objection to our re comme nding to the committee that tem- 
porary provision for 11 supergrades be made in the appropriation act, pending the 
time that an appropriate amendment could be made to the organic legislation for 
the Small Business Administration, 


Mr. Mircnett. Mr. Chairman. I am William D. Mitchell, at 
present the Administrator of the Small Defense Plants Administration, 
which agency would be succeeded by the Small Business Administra- 
tion upon passage of the proposed legislation which is now under 
consideration by a committee of conference. 
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We do not know exactly what the status is. We know that it was 
in conference until last evening, but whether a report has been made, 


we do not know. 
SUPPORT OF BUDGET REQUEST 


I appear before you in support of the President’s 1954 budget 
request proposing appropriations to finance the programs to be 
carried out in fiscal year 1954 by the Small Business Administration. 

You are aware of the status of the legislation concerning the new 
agency; are you sir? 

Senator Ferauson. Yes, sir. 

Mr. Mitrcuety. That successor agency to the Small Defense Plants 
Administration of course will have added duties and responsibilities 
over and above what the Small Defense Plants Administration 
presently has. 

Senator Ferauson. How much of the business of RFC will it take? 

Mr. Mircue ti. It will take the small business loan part with 
certain legislative loan limits. The bill passed by the Senate on the 
20th of July had a $200,000 limit on small-business loans. We do 
not know what the conference committee action might be with 
respect to that limit. 

The House bill, H. R. 5141, contains a $100,000 loan limit. The 
loans we are speaking of are the typical small-business loans similar 
to those made under section 714 of the Defense Production Act and 
section 4 (a) of the RFC Act, and possibly some of the section 302 
loans. 

In addition to those small-business loans, the bill as passed by the 
Senate provides authorization for disaster loans, previously made by 
RFC, to be made by the Small Business Administration. It also 
provides authorization for loans to projects under Federal, State, or 
municipal law, presently handled by the Reconstruction Finance 
Corporation. 

PERSONNEL 


Senator Frrauson. How many personnel do you have in your 
present establishment, Small Defense Plant Administration, to be 
transferred to this agency? 

Mr. Mircue.u. We bave not completely determined that as yet, 
sir. We are working on that problem. We will need a work force 
for our Washington headquarters office and for our present 13 regional 
offices and 18 branch offices. We presently have a work force of 430 
people. 

Senator Fereuson. Do you figure that this is a bigger job than 
that? 

Mr. Mircuetu. Absolutely, sir. 

Senator Fercuson. How much bigger? 

Mr. Mircueni. May I give you an example of how much bigger? 

Senator Feracuson. Yes. 


CREATION OF SDPA 


Mr. Mircuetit. SDPA was created, as you recall, Mr. Chairman, 
by an amendment to the Defense Production Act of 1950. Section 
714 thereof is the Organic Act of SDPA. SDPA therefore was looking 
at the manufacturing segment of the small business community. The 
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manufacturing segment of business in this Nation is about 300,000. 
Those are figures that we get from the Department of Commerce. 

Ninety percent of those are small businesses, so that is the portion 
that SDPA was looking at. As we move into the Small Business 
Administration we will be looking at 90 percent of 4 million businesses, 
which is the approximate total business population in this country. 

Senator Fercuson. What are you going to do for them? 

Mr. Mircnety. We are going to assist ‘and aid them in every way 
possible because we recognize, sir, that small business, if you will 
allow me to make this statement, is the “guts” of our economic 
system. That is America. When we look at the manufacturing 
segment of our business community, as we are right now, the small 
businesses in that manufacturing segment contributed approximately 
50 percent of the value added by the manufac turing process to goods, 
so you can see we are talking about something good, something big, 
and something important. 

Senator Fercuson. I would like to know what you can do for it. 
You are asking for taxpayers’ money to do a job. What can you 
do for the small business? 

Mr. Mircretu. Our mission has several phases 

Senator Ferauson. Or what can you do for the country as a whole? 

Mr. Mircue.y. Should I go into our mission? 

Senator Fercuson. Yes, | wish you would give us an outline of 
what you think you can do for small business. 

Mr. Mrrcnext. That is fine, sir. We have several tools provided 
us by the legislative act. 

The first tool in carrying out our mission is our contract procurement 
program. 

Senator Ferauson. Every one of the Government agencies has one 
of those. They have a branch whose job it is to see that small busi- 
ness gets its share. 

Mr. MircHeE.t. Yes, sir. 

Senator Ferauson. What are you going to do? 


PROGRAM OUTLINE 


Mr. Mircue.y. Here is what we are going to do: We are the advo- 
cate of small business. We are going to champion small businesses. 
We are going to work with the Defense Establishment, with the 
Atomic Energy Commission, with the Department of the Interior, 
and with other Government agencies, and assist them in splitting 
their procurements up so we can get them out to the small businesses, 
and we will know about all of these small businesses by maintaining 
active, accurate facility files. 

We are also going to large contractors with the Government and 
show them how they can help themselves out by subletting contracts. 

Senator Ferauson. Did you not do that under SDPA? 

Mr. MircHe.u. Yes, sir. We are going to continue that function, 
but on a much more vigorous scale. We have had over a year’s 
experience and our people are better trained. We think we can do a 
tremendous job in that field. We have already had some very fine 
treatment at the hands of the Defense Department. 

I am meeting with the Assistant Secretaries for Procurement of the 
three services on July 28 principally to talk about our joint determin- 
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ation program, which is the big part of our contract porcurement 
program, where we actually enter into a joint determination agreement 
with the particular procuring agency, in which they commit themselves 
to review their procurements and determine with us on our recom- 
mendation what procurements can be spread out to small businesses. 
That is only one thing, sir, that we can do. 


FINANCIAL ASSISTANCE PROGRAM 


Our next very important tool is our financial-assistance program. 
That will have two parts under this Small Business Administration. 
The first is the promotional part, which is actively going out into the 
States and into the communities and encouraging private lending 
institutions to undertake the task of provising venture capital or risk 
capital to small businesses. 

We are examining thoroughly right now, sir, the approach being 
made by the State of Maine, the Development Credit Corp. approach, 
where private-business men have created what they call a development 
credit corporation. The way it has operated in Maine is that about 
$70,000 in stock m the corporation has been purchased by private 
individuals throughout the State. The lending institutions were 
approached and asked to come in as associate members. They came 
in with loan commitments of up to 2% percent of their capital and 
surplus and made that money available. To date $691,000 has been 
loaned by the Maine Development Credit Corp. 

Senator Ferauson. Have you any idea how much business will 
be transferred from the RFC and how much we will save there? 

Mr. Mircueti. Do we have any accurate figures on that, Mr. 
Hanna? 

Mr. Hanna. We do not know what will be saved by RFC, sir. 

Mr. Mircuetyi. We have studied these particular loan functions 
pretty carefully. We have consulted with Mr. Kenneth Cravens 
who is the Administrator of RFC and have consulted with Secretary 
Weeks, Secretary Humphrey, Mr. Craig Sheaffer, and Mr. Randolph 
Burgess on this particular matter. We feel that we can do this loan 
job, which consists of the regular business loans, the disaster loans, 
and the loans to projects under Federal, State, or municipal law, with 
an additional 155 people. 

I want to finish the other statement I made about the local approach. 
I have been talking with the American Bankers Association in regard 
to the problems of adequate financial assistance for small business 
firms. 

BACKGROUND OF WITNESS 


Senator Frerauson. How long have you been with the small busi- 
ness establishment? 

Mr. Mircney. With the Small Defense Plants Administration? 

Senator Ferauson. Yes. 

Mr. Mircuett. I was sworn in on June 8 this year. 

Senator Ferauson. What had you done prior to that? 

Mr. Mircue.u. I was general counsel and assistant to the president 
of the Quick-Way Truck Shovel Co., a small manufacturing plant im 
Denver, engaged in the manufacturing of construction equipment. 
That particular company has about 200 employees. It has a steel 
fabrication affiliate that has another 100 employees. 
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Senator Fercuson. If we transfer these people over to the new 
organization will you have the right to transfer them or not at will, 
or Must you take them over? 

Mr. Mircueun. May I eal] on my personnel officer, Mr. Daniel J. 
Carr, to answer that question? 

Mr. Carr. The proposed legislation as it is now written, Mr. 
Chairman, permits the President to exercise diteretion in det rmining 
which employees of the Small Defense Plant Administration he feels 
need to be transferred to the new administration to allow it to carry 
on its functions. 

NEW PERSONNEL 


Senator Frrcuson. So that the Administrator will be able to get 
hew personnel? 

Mr. Carr. In accordance with the act, yes, sir, 

Senator Munpr. As | understand it, being a new agency the 
people employed in it are immune to any threat of being bumped by 
some civil service individuals from, say, the RF( ', or from the Defense 
Administration; is that right? 

Mr. Carr. If the President exercises the authority contained in the 
act, then the present employees in RFC and the present employees 
in the Small Defense Plant Administration have no claims upon 
positions in the Small Business Administration. 

Senator Munpr. And no other civil service employees of the 
Government would have any claim either; is that right? 

Mr. Carr. Insofar as the agency is subject to civil service rules and 
regulations for the great part, then all positions filled from other than 
those the President transfers would have to be done through regular 
civil service procedures, which would require certification of eligibles 
to the new agency by the Civil Service Commission. 

Senator Munpr. Where is that line of demarcation between the 
people who are staffed by the new Administrator, Mr. Mitchell, or 
you the personnel officer, or the President, or whoever makes the 
appointments, and the ones that will be put in by the Civil Service 
Commission? 

Mr. Carr. That has not yet been established. That would be a 
decision of the President. It has not been made yet, sir, and J 
cannot answer the question. 

Mr. Mrrenenu. Mr. Philip Young of the Civil Service Commission 
is coming over to my office Monday morning and we are going to 
discuss the entire problem along that line. I would be very pleased 
to furnish a statement to you, Mr Chairman. 

Senator Ferguson. | think we ought to have that, as to what 
your plan is. 

(The information requested above will be furnished to the com- 
mittee.) 

Senator Munpr. What Congress had in mind was not & particularly 
big and strong new agency, but rather an efficient agency staffed with 
people like you who come in from the field of business with training 
and practical experience. 

Mr. Mrrcuett. I believe ] can answer that question right now then. 
We had planned for SDPA in carrying on its functions, and we agreed 
to this with Mr. Rowland Hughes at the Bureau of the Budget, to 
reduce to approximately 400 people as of next June 30. We feel that 
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we can carry on with just a very few more this very broadened scope 
of SDPA functions. We figure 70 additional employees to the 400 
we had planned that we would have at the end of the fiscal year 1954. 


DETERMINATION OF PERSONNEL 


Senator Frerauson. The thing that surprises me is how you can 
tell how many people you are going r to need without yet having the 
law and really knowing what the job is to be done. Is this one of the 
things that we find the bureaucrats are alw ays able to determine, how 
many people they need to do any particular job? You ask the aver- 
age small business man and he has to get some engineers in to figure 
out how many man-hours is in the job to do it and so forth. What 
do you call this chart that you have; you need so many lawyers, so 
many secretaries, so many economists? 

Mr. Carr. That is known generally as an organizational and staffing 
chart, sir. 

Senator Fercuson. Yes. Is that what you use to set this up? 

Mr. Mrrcsec.. Not necessarily, sir. [ used a combination of that 
and experience gained in running a business where every individual 
in that business had to carry his share of the load. 

My business did not carry one ounce of fat. Each employee had 
to contribute. We had to make a profit. That is what this new 
organization is going to do. It is going to be carried on as closely as 
possible like a business. We have discussed this at length. We 
believe that we can move into a very much broader scope, going 
from 90 percent of 300,000 businesses to 90 percent of 4 million busi- 
nesses, and still increase very, very little, and we can take on these 
loan functions transferred to us by the bill as passed by the Senate the 
other day by adding only an additional 155 people, so we are going 
to have a very small and a very efficient organization. 


QUESTION OF AID TO SMALL BUSINESS 


Senator Furauson. We have a Small Business Committee and | 
happen to be on that committee. I am wondering what you are 
going to be able to do for small business. They have has so much 
lipservice for so many, many years now, and very little done for them. 
Their taxes have gone up and regulations have come along and they 
have just been burdened down. How are we going to study the 
things to get rid of some of these burdens, get the tax structure in 
shape so they will be able to compete and do “business? 

Mr. MircHe vr. Senator, first of all, for a general statement on 
that 1 would like to present to you one ‘of my deputy administrators, 
Mr. Harold Smethills who is a successful small-business man. He 
ran his own small business and was so successful that he was able to 
step out of it at the age of 42, not with any great personal fortune, 
but with enough to take care of himself and his family. Since that 
time he has been devoting himself to his country, his State, and his 
community. I should like to present him as my exhibit A on the 
answer to your question: What are we going to be able to do for 
small business? May I do that, sir? 

Senator Fereuson. We are looking for something here. You can 
see that. 
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Mr. MircHe.t. Yes, sir. 

Senator Fercuson. We are really looking for something. We do 
not want to build up a big organization here and then feel, “well, 
this is just another bureaucracy,” one that is built up on organiza- 
tional charts with a lot of writing of letters and telephoning, and there 
is nothing done. 

Mr. Mircue.y. I feel certain, Senator Ferguson and Senator 
Mundt, that we can show you something good, given the time and 
the vehicle. I know we can. We have the zeal of crusaders, | 
suppose. 

Senator Fercuson. We need some of that. 

Mr. Mircue.yi. We have some pretty sharp swords. 

Senator Fercuson. What do you say to this? 


REGIONAL AND DISTRICT OFFICES 


Mr. Smeruiuys. Sir, I would like to bring to your attention that 
we have at the present time regional offices and district offices across 
the field, so it is not building an entire new organization. In those 
offices we have engineers, a financial assistance staff and a procurement 
assistance staff at this time. 

In expanding into this new project we will bring into it additional 
finance men, men with banking experience. 

Putting those things to work, we are going into the factories. 
Most of them have been screened as to their capacity, production 
and so forth. Our No. 1 job, as it has been is to get as much of the 
contract procurement for small business as we can. Then we will go 
beyond that. We will have the financial assistance program that Mr. 
Mitchell has mentioned to you to explore, getting this finance assist- 
ance from private or venture capital within the State by creating a 
pool to begin with. It is a lucrative thing for these businessmen and 
it is working out. 

RESEARCH 


We are doing research at this moment in the New England 
States and in the State of Oregon of the things they are doing there 
in this respect. 

Then there is a third matter that we are interested in. As I have 
watched these loans in the short time that I have been with this pro- 
gram, I have seen where a firm has been getting a contract and then 
a loan, then a contract and then a loan, and in my judgment, sir, the 
first time we stop giving them another contract or giving them another 
loan a great number of them are through. So we are looking at the 
essentiality of that firm. 

Is it a necessary firm to the war program? If not, we have found 
where there are some 5,000 civilian products with expired patents that 
are very desirable. We feel they will fit into any factory. Let’s get 
to them now and say when the contract runs out, “Can we not find 
one of these things that will put your factory and you to work on 
essential civilian goods?’ 

That is another place wherein we can help. We are developing 
these programs to help the small-business man in every way we can. 
We have only been in here a short time, but I think we have accom- 
plished a lot for the little time we have been here. 

Senator Fercuson. Do you believe that regulations are one of the 
greatest handicaps to small business? 
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Mr. Smerai.ts. I think they can be used either way. They can be 
used to benefit or they can be used to hurt. 

Senator Fercuson. What about the past? What has been your 
experience in the past? 

Mr. Smerai.ts. In the past I think I can say there have been a lot 
of small-business men that have stayed clear of Government contracts 
because of regulations and their fear of them and not knowing how 
to deal with them. Here again we have the means through our legal, 
industrial, and our financial assistance staff to help them and show 
them the way so that they can procure these contracts. 


STUDY OF EFFECT OF CONTROLS 


Mr. Mircue.y. You are asking about controls, are you not? 

Senator Fercuson. Yes. 

Mr. Mircuety. We are making a very complete study right now of 
their effects on small business. In fact we are working closely with 
both the Senate and the House. Small Business Committees staffs 
in looking at this controls picture with the defense materials system 
in effect in lieu of controlled materials plan. Of course, that is a 
control. It is a necessary control, as we see it. We have to insure the 
armed services of the necessary materials to prepare the sinews of 
war with the international situation as it is right now. We are making 
a study and we have already made great strides in talks with Mr. Craig 
Sheaffer, Secretary Weeks, and other members of their staff over at the 
Commerce Department toward assuring ourselves that small businesses 
will be taken care of in this picture now under DMS, and I believe, 
sir, that we can adequately protect the interests of small business. 

Senator Freracuson. If you do not get this law, then you do not get 
this money? 

Mr. Mirene i. That is correct, sir. 

Senator Feracuson. That is all. Thank you. 

Mr. Mircue.t. | would like to put these statements in the record; 
if | may? 

Senator Fereuson. They will be put into the record. 

(The statements referred to follow:) 


SmaLL DEFENSE PLANTS ADMINISTRATION—HIGHLIGHTS OF ACTIVITIES, FiscaL 
Year Endep Junw 30, 1953 


CERTIFICATES OF COMPETENCY 


Savings to the Government have been brought about through exercise of the 
certificate of competency authority contained in SDPA’s basic statute, section 
714 of the Defense Production Act of 1950, as amended. Under this authority 
SDPA has made sure that qualified small plents which submit the low bids on 
Government contracts actually get the contracts, thus preventing awards to 
higher bidders. SDPA has done this by c-rtifying a small plant as competent, 
either financially or technically, or both, to perform a specific contract. A 
certificate of competency is binding on the contracting officer. 

The minimum amount saved the Government by a certificate of competency is 
the difference between the two lowest bids. Analysis of contract awards made 
on the basis of SDPA certificates of competency discloses a total saving of 
$5,235,500 through June 30, 1953. The total saved is approximately 28 percent 
more than all the expenditures and obligations of SDPA during the period from 
its inception in November 1951 through June 30, 1953. 

Thus, while preventing the disqualification of small businesses on the frequently 
questionable ground of “incompeteney,” SDPA has made money for the 
Government at the same time. 
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Savings to the Government are the inevitable result of encouraging and fostering 
small business participation in defense production. Until SDPA got into the 
picture, many small plants were being turned down for defense contracts even 
thou they were qualified and were low bidders. This happened because pro 
curement officials were not satisfied that such concerns had the necessary financial 
means or capacity to carry out the contract. Usually the firm’s books did not 
show adequate financial resources, and the manufacturer could not augment 
these resources with a bank loan until he got the contract. In some cases doubt 
was raised as to the adequacy of equipment, plant facilities or production kaow- 
how. Congress authorized SDPA to step in and settle such questions with a 
certificate of competency. SDPA, implementing such legislative authority in 


cases where small business firms were the low bidders or were within negotiation 
range, was able to obtain through June 30, 1943, 90 contracts totaling $50,559,982 
for such small firms through the use of certificates of competency. 

These statistics do not take into account the much greater number of cases in 
which SDPA, by helping small firms to arrange bank financing or by giving engi 
neering assistance and advice, has been able to assist the firms in overcoming 
the contracting agency’s doubts without the necessity of issuing a certificate. 


FINANCIAL ASSISTANCE 


Still greater economy in defense and essential civilian production has acerued 
through the operation of the small-business lending program jointly administered 
by SDPA and the Reconstruction Finance Corporation. Under this program, 
for which Congress authorized RFC to lend $100 million to small firms on SDPA’s 
recommendation, additional small plants have heen enabled to participate in 
defense and essential civilian production by overcoming financial problems which 
formerly prevented Government acceptance of the lowest bid. 

Through June 30, 1953, RFC had made 402 loans totaling $50,492,937 to small 
business concerns on SDPA’s recommendations. About 83 percent of the number 
of loans went to firms with fewer than 100 employees. 

The loan phase was only a small part of the financial assistance program con- 
ducted by SDPA. SDPA has counseled small business concerns seeking assist- 
ance in the management of their financial affairs. Throughout its existence 
SDPA has advised and assisted several thousand of such firms. Many of the 
financial needs were met through private sources, thereby avoiding the necessity 
of Government financing. Only as a last resort and after all possibilities of 
private financing had been exhausted were Government loans recommended by 
SDPA 

PROCUREMENT ASSISTANCE 


SDPA has been especially active in the field of Government procurement. 
Over a quarter billion dollars worth of military prime contracts has been awarded 
to small plants through SDPA’s joint determination program. Another $330 
million worth has passed the earmarking stage and is “in the pipeline” for con- 
tract award. Since the beginning of this program, SDPA has proposed the 
award of nearly a billion dollars worth of prime contracts to small firms and 
has been suecessful in consummating firm joint determination agreements for 
approximately $575 million of this total. 

Not included in the foregoing figures are the additional millions of dollars worth 
of prime contracts steered to small firms through other forms of SDPA assist- 
ance. For example, a number of procurement centers of the Defense Depart- 
ment, Mutual Security Agency, and Atomic Energy Commission have furnished 
SDPA regional and branch offices with detailed information regarding suitable 
procurements other than those under joint determination, Under the Navy 
industry cooperation program, current procurement information has been screened 
through the Navy officers stationed at SDPA regional offices. Information 
regarding these contract opportunities had been disseminated to qualified small 
plants. 

Subcontracting has been another field of SDPA endeavor. The agency has 
arranged for placement of over 700 subcontracts with small plants for a total 
value of approximately $19,185,000. This ia a minimum figure, since plants 
given SDPA assistance have not always reported ultimate results and, moreover, 
once SDPA has managed to establish a subcontractiag relationship a steady flow 
of repeat orders usually follows. 

Twenty-four small-business production pools have been organized and ap- 
proved. They have received $5,140,000 worth of prime contracts, with an addi- 
tional $244 million worth brought specifically to their attention by SDPA and 
bids or proposals thereon invited by procurement agencies. 
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PRODUCTION AND MANACEMENT ASSISTANCE 


Under its statutory authority, SDPA also has given technical and managerial 


assistance to sinall business. Production advisory service has been maintained 


both in Washington and the field offices to help small plant operators solve manage- 
ment and shop problems. Two series of leaflets, one designated as Management 
Aids for Small Business and the other as Technical Aids for Small Business, have 
been published periodically. Technical assistance has also included inspection 
by staff engineers of smal] plants under consideration for defense contracts, for a 
certificate of competency, or for a loan. Engineers have kept check on the 
performance of such plants and given whatever production assistance was neces- 
sary. 
OTHER ASSISTANCE 


Through its membership on important committees of the Office of Defense 
\iobilization and of the National Production Authority, SDPA has protected 
small business interests in materials allocation and priorities. Through coopera- 
tion with ODM and NPA, SDPA acted to insure small business a fairer share 
of accelerated tax amortization benefits in the industrial expansion program. 


REVOLVING FUND OPERATIONS 


SDPA had another means of fostering small business participation in defense 
production. This was the revolving fund operation authorized by section 714 
of the Defense Production Act. That act authorized $50 million for the fund, 
of which $1.5 million was appropriated for the fiscal year 1953. 

Through the use of this revolving fund, ‘DPA was authorized to enter into 
prime contracts with another department or agency of the Government, sub- 
contract the work to small plants, and help such plants to complete the contract 
by providing the necessary financial assistance. 

Seven prime contracts in the total amount of $2,315,170 were taken under 
the revolving fund by my predecessors. Two of the related seven subcontracts 
have been terminated and arrangements made with other subcontractors to 
continue production. Some loss is anticipated in connection with these subcon- 
tracts but the amount of loss is not yet susceptible of final determination. 


SMALL BusINEss ADMINISTRATION—SUMMARY STATEMENT OF BupGET ESTIMATE 
FOR “REVOLVING FuNpD,” Fiscat YEAR 1954 


REVOLVING FUND ESTIMATE, $70 MILLION 
Probable needs 

Regular loans: Two thousand and five hundred applications will result in 
approximately 720 loans at average of $100,000 (sect. 4 (a) loans of RFC have 
averaged $122,000 and sec. 714 loans of SDPA $92,000 since SDPA has been 
in existence). ‘This would require $72 million if all were direct loans with no 
bank participation. 

Disaster loans: RFC experience reflects an average of 500 loans per year at 
average of $5,000 for a total of approximately $2.5 million. ‘This average, 
however, is exclusive of the Kansas City flood disaster when 3,000 loans were 
made. As a protective measure against a major disaster, it is estimated that a 
fund of approximately $15 million should be available. 

Loans to projects under Federal, State or municipal law: During 1953, RFC 
made approximately 20 loans of this nature at an average amount of $120,000 tor 
a total of $2.4 million. It appears that this was about an average year. 

Prime contracts: It is anticipated that there may be very little activity under 
this portion of the fund. 


Summary 

[t will be noted that the sum total of the above items amounts to approximately 
$90 million. If the appropriation is made in one amount without limitations by 
type of loan, a total of $70 million probably would be sufficient, since funds could 
be allocated within the substantive law limitations to meet actual needs as they 
arise. Furthermore, bank participations will reduce to some extent the amount 
needed for direct loans. 
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Summary tabular statement of budget estimate for “Salaries and expenses,’’ fiscal 
year 1954 


1953 appropriation to SDPA ..-. $3, 756, 000 
Reduction proposed for 1954 inc cost of ope ration of SDPA programs 500, 000 

1954 budget estimate for SDPA ees eke 3, 250, 000 
Less appropriation to SDPA for month of July 19: 53. ciieea wu 300, 000 


1954 estimate (11 months) for continuation by SBA of programs 
initiated under sec. 714, Defense Production Act (anticipates 
approximately 400 employees June 30, 1954, as compared to 
approximately 450 on July 1, 1953) , i 2, 950, 000 


Additional requirements under pending legislation to create SBA: 

1. Broadening of scope of operations to serve the interests of 
small business generally as distinguished from the assistance 
previously rendered primarily to small manufacturers 
(would permit approximately 70 employees for a py of 


id months) 400, 000 
2. Reimbursement to RFC during temporary period for services 

in processing loan applications 125, 000 
3. Operation of a direct lending program by SBA (based on an 

additional staff of approximately 155 employees) oti 900, 000 


4. Contributions to civil service retirement and employees’ 
compensation funds as required by sec. 206 (b) of H. R. 
5141 =. Rsahanaie athe 75, 000 
5. Liquidation of SDPA activities 50, 000 


, 5 50, 000 


1954 budget estimate for SBA ! 


1 See the following 
By direct appropriation ------ $2,925,000 
By transfer from revolving fund for cost of operations pertaining to the fund_ . 1, 575, 000 


Total ‘ i bal baldhbteuiehein 4, 500, 000 


: 4, 500, 000 





SmaLL Derense PLANTS ADMINISTRATION—Bupcet Estimate For Liquipa- 
TION OF Prime Contracts, REVOLVING FUND, SMALL DEFENSE PLANTS 
ADMINISTRATION, Fiscat YEAR 1954 


Seven prime contracts in the total amount of $2,315,170.17 were taken under 
the revolving fund appropriation of $1,500,000 made to the Small Defense Plants 
Administration. Sinee the liquidation of these contracts will be effected during 
1954, it is requested that this fund be continued available for the obligations and 
payments required for management during the liquidation period. 


Emercency MIGRATION PROGRAM 


STATEMENT OF ROBERT MACY, CHIEF, INTERNATIONAL DIVI- 
SION, BUREAU OF THE BUDGET; H. J. L’'HEUREUX, SUPERVISING 
CONSUL GENERAL, DEPARTMENT OF STATE 


GENERAL STATEMENT 


Senator Ferauson. We will now take up the emergency migration 
program. 

Will you tell us, sir, why you come in for a supplemental? 

Mr. Macy. My name is Robert Macy, sir, from the Bureau of the 
Budget. Ido not have a prepared statement, but would like to insert 
a statement of justification in the record. 


(The statement referred to as follows:) 
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EXECUTIVE OFFICE OF THE PRESIDENT 
“EMERGENCY MIGRATION 


“For expenses necessary to enable the President, by transfer to such officer 
or agency of the Government as may be appropriate, to carry out such migration 
program as may be authorized by law, including transfer of not to exceed 65 
passenger motor vehicles from the Mutual Security Agency or the Department of 
State without reimbursement; not to exceed $10,000 for expenses of a confidential 
nature, to be accounted for solely on the certificate of the officer to whom funds 
are transferred by the President from this appropriation; and not to exceed 
$840,000 for the making of loans; $4,465,000: Provided, That this paragraph shall 
be effective only upon the enactment into law, during the Ist session of the 83d 
Congress, of either S. 1917 or H. R. 6397.” ' 


STATEMENT OF JUSTIFICATION 


The President in his letter of April 23, 1953, to the Congress, recommended the 
enactment of emergency measures for the special admission to the United States 
of 240,000 immigrants over a 2-year period to meet pressing and specific migration 
problems. The Senate Judiciary Committee has reported out a bill to meet this 
recommendation, 8. 1917, a bill to authorize the issuance of special visas and other 
relief to certain refugees, escapees, expellees, and orphans, and for other pur- 
poser, 

The estimates which follow were developed by the Bureau of the Budget on 
the basis of 8. 1917. with the assistance of the concerned agencies. So that the 
program could get underway without delay, these estimates were prepared to 
cover only the first 8 months of this program. The estimates are not presented 
in the usual detailed manner because the program has not been authorized; a 
Coordinator of Emergency Migration has not been appointed and had an oppor- 
tunity to present a total work plan. 

Discussed below are (1) the basic assumptions which underlie this submission, 
(2) a deseription of the responsibilities, activities, and costs of each of the agencies 
concerned in carrying out the program; and (3) a distribution of the total costs 
by object class. 


Basic assumptions for the budget estimate 


1.. The funds requested will cover the period through March 31, 1954 (the first 
8 months of the program). The Coordinator of Emergency Migration, as author- 
ized in 8. 1917, will justify the program and the funds needed to complete the 
fiscal year at the appropriate time. 

2. The operations of the program, as authorized by S. 1917, will extend over 
a period of 3 years and 8 months, with a maximum of 3 years to issue nonquota 
immigrant visas to 211,000 refugees, escapees, expellees—(a) 97,000 escapees 
and German expellees in West Germany, Berlin, and Austria; (b) 13,000 escapees 
in NATO countries and Trieste; (c) 66,000 Italian refugees in Italv and Trieste; 
(d) 17,500 Greek refugees in Greece; (e) 17,5000 Dutch refugees in the Nether- 
lands—and 4,000 orphans and 5,000 nonimmigrant aliens in the United States. 

3. The Emergency Migration Coordinator will be located within an existing 
agency of Government to be designated by the President. 

4. The operations of the program will be carried out by the Departments of 
State, Justice, Labor, Defense, Health, Education, and Welfare, under the general 
leadership of the Coordinator. The activities of the individual agencies carrying 
out the emergency migration program will be financed by allocations made by 
the Coordinator from a single budget which would finance the whole program. 

5. The President will designate the Department of the Army as the agency to 
carry out the required investigations in the United States zones of Germany, 
Berlin, and Austria, and the Department of State to carry out the investigations 
in the other geographic areas affected by the bill. 

6. During the 8-month period of this estimate, the most important tasks will 
be the development of the necessary rules and regulations, validation of job 
assurances, and getting the required investigations under way. The number of 
visas issued would be approximately 7,000, principellv in the last 2 months of 
this period. Most of the agencies will have a slow staff buildup end would reach 
the peak at the end of the first year. 

7. Wherever possible the experience of the Displaced Persons Commission with 
an adjustment for expected greater efficiency, will be utilized. 


85192—53———-46 
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‘ Mi: v of the a ! litior al expenses eansed bi this prog will be absorbed 
wi the re lar going activicies of the different azencies. 

9, Current reductions in force will lower the recruitment and security inves- 
tization costs of new personnel ; 

10. Loans will be issued to the private voluntary agencies to cover the trans- 


portation and resettlement expenses of 3,500 immigrants. 


What follows is an indieation of how the funds could be distributed among 
the agencies to carry out their responsibilities under the bill. However, cir- 
cumstances or priorities may change during the development of the program and 
the Coordinator has the authority to determine the amount and make any changes 
in the funds allocated to the agencies. 


1. Emergency Migration Coordinator 


Operation expenses $224, 000 
Loans a 840, 000 
Total ae 1, 064, 000 


In addition to his general responsibilities for providing overall coordination 
and leadership to this emergency reigration program, the Coordinator will be 
required to perform the following: (a) Prescribe with the concurrence of State, 
Justice, and Labor, the rules and regulations necessary to carry out the act; (6) 
receive and process the required job assurances; (c) develop the regulations under 
which loans may be made to public and provate agencies for the purpose of 
financing the ocean transportation and the reception and transportation from 
ports of entry within the United States to the places of the immigrant’s resettle- 
ment; (d) develop a unified program budget and allocate appropriated funds to 
other United States agencies performing services under the act; (e) report quarterly 
to the President and the Congress; (f) maintain liaison with the voluntary and 
international agencies; (g) handle correspondence from the public, voluntary 
agencies, local committees, and Members of Congress on the status ofparticular 
cases, or about the program in general. 

To carry out these activities, the Office of the Coordinator will require about 
13 positions in Washington (principally clerks) and 9 positions overseas. The 
total of 27.1 man-yvears for the 8-month period will be principally concerned with 
the development of regulations, the large clerical and filing process, and the 
first step in process of admitting immigrants, validation of job and housing assur- 
ances from individual citizens. In addition to the above manpower, it is antici- 
pated that the agency in which the Coordinator will be located will furnish many 
services as part of their regular activity including legal aid in drafting of regula- 
tions, fiscal aid on loan operations, personnel, administrative services, etc. 

The $840,000 requested for loans to voluntary agencies assumes, on the basis 
of the Displaced Persons Commission experience, that funds will be required by 
the voluntary agencies for half of the immigrants entering the country during 
this period (3,500); and that the average cost per person of ocean transportation 
is $135; United States inland transportation, $65; and resettlement, $40. 

2. The Department of State, $2,542,000—Under this bill the Department of 
State would be responsible for: (1) performing the required investigations pre- 
paring a written report on each potential immigrant’s character, reputation, 
mental and physical health, history of at least 2 years, and eligibility under the 
act in areas other than the United States occupied zones of Germany, Berlin, and 
\ustria; (2) discharging its statutory responsibility for determining the eligibility 
of each potential immigrant under this bill and the regular immigration laws 
and for the issuance of a visa; and (3) providing foreign policy guidance to the 
Coordinator in his dealings with international agencies. The conduct of these 
investigations in the intensive and thorough manner contemplated by the bill 
will necessitate a personal interview with each applicant for immigration, a com- 
munity check of his friends, relatives, neighbors, and acquantances, fingerprint- 
ing, a thorough check against United States and overseas records, and a check 
of local police and health records. It is estimated that an investigator can handle 
360 cases a year (average of 2 applicants to a case) and for every eligible case 


there will be 1 that is ineligible. State has had no previous experience in con- 
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ducting these types of investigations and has therefore relied upon Counter- 
intelligence Corps experience in developing investigator cascload and related cost 
factors applicable to this program. 

Cost factors for consular activities and administrative support for both the 
consular and investigative activities are based on experience in the regular overseas 


consular and other operating programs. Some domestic backstopping costs and 
funds for confidential purposes are also provided but it is exy ected that the major 
portion of overhead costs will be absorbed. There are several elements of cost 
during this initial period which do not recur until late in the program, such as 
overseas travel and the shipment of household goods. The cost of any additional 
equipment also will take place during this period. 

3. Depariment of Defense—Army—Counter Intelligence Corps, $26,000.—-The 


principal activity of the Army would be to carry out investigations sin ilar to those 
described in (2) above for prospective immigrants in the United States zones of 
Germany, Berlin, and Austria. It is estimated that for the entire program about 
50,000 cases will need to be handled by the Army. Itis estimated that 60 military 
personnel acting as agents will be required. While under the displaced-persons 
program the cost of the indigenous personnel was borne by the local German 
economy, funds now have to be provided for this activity. A large part of the 
costs to the Army will be absorbed within the regular appropriations, for example, 
costs of training agents, pay of military personnel, transportation to Europe of 
military personnel, and a portion of the operation costs. 

4. Department of Health, Education, and Welfare, Public Health Service, 
$300,000.—The principal activity of the Public Health Service would be to 
perform the required medical examinations abroad. In addition to the medical 
examinations performed to permit the issuance of 7,000 visas, the Public Health 
Service will be concerned during this period with aequiring and shipping addi- 
tional equipment and supplies, and acquiring 10 centers of operation in addition 
to those consulates having PHS staff. An element of cost included in this esti- 
inate which was previously furnished by the German economy under the displaced 
persons program is the indigenous X-ray and other laboratory services provided 
to the indigent applicants for immigration. Although there is some equipment 
provided in this estimate such X-ray machines as are necessary will be obtained 
by utilizing old equipment owned by the service. Necessary overhauling and 
shipping costs are included. 

5. Department of Justice—Immigration and Naturalization Service, $200,000.— 
The principal activity of the Lmmigration and Naturalization Service under 8. 1917 
would be to inspect abroad and make a check in addition to the consular officer 
on the prospective applicant for admission for permanent residence in the United 
States to determine eligibility under this program and the regular immigration 
laws. It should be noted that the customary inspection will also be made at the 
port of entry. 

The above sum is principally for the overseas inspection activity. Twenty 
inspectors and 10 clerks will need to be stationed at the ports of embarkation fo 
an average employment of 6 months. In addition 6 indigenous personnel, some 
United States clerks, and 1 person to supervise the whole program, will be provided 
under this estimate. 

6. Department of Labor—Bureau of Employment Security, $100,000.—Th« 
responsibility of the Department of Labor is primarily twofold. First, to certify 
to the Coordinator that there is a need in the United States for the occupational 
skills of aliens admissible under the program. Second, to screen applicants, 
abroad, to assure that the applicants actually pass the required occupational 
skills. 

The above estimate assumes that (1) the Department of Labor can furnish 
with little additional cost, data on the need for selected occupational skills by 
area in the United States, expecially farm labor, (2) that a major portion of the 
early immigrants will be sponsored by relatives who have secured suitable employ - 
ment for the alien, (3) that only a small staff is needed overseas because the servic *s 
provided by the public employment services in the appropriate countries and the 
information on prior employment experience developed in the investigatio: 
procedures will greatly assist in the needed occupational sercening. The estimate 
covers the cost of 16 positions overseas, 
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nceatien by object 


Ol Personal services_ - it gupetianstiiia te icin sj silo dake beac teininen .... $2, 161, 100 
02 Travel Deak &iintadeeaaaidl sila dats 915, 900 
03 Transportation of things._......_.....---- oi enti abeiainiiasie 56, 500 
04 Communication services ; ' ids dren ebictag ae Methanol 76, 200 
05 Rents and utility services. __ dared ial enaeaiinls 46, 300 
06 Printing and reproduction__ oan aha peiramateste: tate tatee 10, 000 
07 Other contractual services__ ith nile iia ake 131, 900 
08 Supplies and materials pated . 144, 100 
09 Equipment j stabil hee ahd ty . 71, 350 
15 Taxes and assessments : ssilietaeaaioe dds a Bee te 1, 650 
16 Investments and loans 4 Sin dechaig boipietlick Sie: hh Sal 840, 000 
Unvouchered ; 4 cia 10, 000 
Total ; , : cman a SS 
Emergency migration program—Summary 

Coordinator : bib .... $1, 064, 000 
State ba J ectathe ideihihol tie ia ._ 2, 542, 000 
Army be sida is nda eth ince tia teeta iaead 259, 000 
Public Health Service weer i liathlie dite a date 300, 000 
Immigration and Natur: lization Service 5 ke hired det Kalba Dads 200, 000 
Labor bs tit ‘ phe 4 ite Ae Se aie 100, 000 
Total : lee asketar ihe Fats ol beable 4, 465, 000 


DETERMINATION OF ADMINISTERING AGENCY 


Mr. Macy. It is rather unusual to have the Bureau here on this 
sort of a program, but the committees of the two Houses have each 
reported out an authorizing bill, and it has not yet been determined 
what agency will take the leadership in administering the program 
if it is approved by Congress. 

Senator Ferauson. Is this the new 240,000? 

Mr. Macy. That is correct. 

Senator Fercuson. That is going to cost $4,465,000? 

Mr. Macy. We did not have very much to go on in making this 
estimate, so we have attempted to make a rough estimate for the 
first 8 months with the thought that after the Administrator is ap- 
pointed and has worked out a careful program he can come back with 
a much more carefully worked out estimate for the rest of the program. 

Senator Ferauson. You mean it is going to cost $4,465,000 for 6 
months? 

Mr. Macy. Until March 31, 1954; yes, sir. That is what you might 
call the tooling-up period to get ready for this large number of 
immigrants. 

Senator Munpr. Have you adjusted your figures downward as the 
number of immigrants have been adjusted downward? 

Mr. Macy. We have adjusted the figures downward. 

We based our estimate on the Senate bill. That is the only bill we 
had an opportunity to really study. We have read about the House 
bill in the newspapers. We know what was introduced and as far as 
we can determine it will cost approximately the same as the Senate 
bill, but our estimates are based on the Senate bill. 

Senator Munpr. As I understand it, there has been a compromise 
agreement of some kind reached in the neighborhood of 200,006 instead 
of 246,006. 

Mr. Macy. This estimate assumes that during the first 8-month 
period there will probably not be more than 7,000 immigrants taken 
care of. 
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Senator Fercuson. You mean if we bring in 7,000 people we are 
going to pay $4,465,000 to bring them in? 

Mr. Macy. This is the cost, sir; of getting ready for this program. 
We have advised Senator Watkins that we think that the total cost 
of the program will be a little over $23 million. 

Senator Frerauson. You mean $23 million to bring in 240,000 
people? 

Mr. Macy. That is right. 

Senator Frerauson. Do you remember years ago how many came 
in here a year on their own? 

Where does this cost come outside of transportation? What are 
you going to bring them in? First-class airplanes? 

Mr. Macy. This does not cover any cost of transportation. 
Senator Ferauson. No cost for transportation? 


SCREENING COSTS 


Mr. Macy. This is the cost, sir, of screening these immigrants. 
The Senate bill has very rigid provisions that go far bevond anything 
we have had in the past. 

Senator Ferauson. I do not care how rigid they are; I cannot see 
$23 million to screen 240,000 people. 

Mr. Macy. As I said earlier, this is a very rough estimate and all 
we are proposing is a $4,460,000 figure to get the program under way. 

Senator Ferauson. Are you going to build this up on that chart 
that we were talking about before; you have to have so many lawyers, 
so Many accountants, so many of this, and so many of that? 

Mr. Macy. We have had to make some rough estimates, sir, of 
what the staffing pattern would be. 

Senator Munpr. What is the coordinator going to do with his 
money? 

Mr. Macy. The coordinator will spend $846,000 of that in loans 
to voluntary relief agencies. This bill provides for loans to them 
which they will pay back. This is to help them cover the cost of the 
transportation. They are not able to cover their full burden and as 
in the previous Displaced Persons Act, we will make these loans to 
them under the Senate authorizing bil. 

Senator Munpr. Is that what was done in the other agency for the 
GI's? 


Mr. Macy. That is correct, sir. 
REPAYMENT OF LOANS 


Senator Munpt. Have the previous loans been paid back? 

Mr. Macy. They are not all paid back. This bill provides, if they 
have not paid back all the other loans, they cannot get any other 
loans under this act. 

The way we understand what the Senate had in mind, the Coordi- 
nator will try to farm out as much of this job as possible to agencies 
who are now doing this or similar activities so we can take advantage 
of their experience and of their people that are now in the related 
areas. 

We think that will cut the cost, and the Coordinator performs a 
minimum of service. 
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Senator FEreus son. When you tell us you are going to have—you 
tell us there are 2 230,000 people and $23 million just for screening 
them. How much ts that apiece’ 

Mr. Macy. In ‘addition to the $23 million, $10 million may be 
spent on these loans to the volu Lary agencies. You have about 
$13 million which will be used for security investigations overseas 


only, or around $65 a person for this screening. 
FURTHER DISCUSSION OF SCREENING 


I think it would be helpful if we could spell out the very rigid screen- 
ing that is provided under the Senate bill. It may give you a better 
understanding of what has to be done. 

Senator Feracuson. I realize, but tell me, How are you going to 
get the information if a man comes from somewhere like Czechoslo- 
vakia? How are you going to get in there to get the information? 

Mr. Macy. Well, the way this estimate has developed, the Budget 
Bureau a eecnaae the development of estimates by the several 
agencies. We have witnesses of the several agencies who are here 
prepared to go into detail as to just how they plan to operate. 

[ am only prepared to discuss the Coordinator’s Office. I will be 
happy to discuss that now, or we can bring the others if you wish. 

Senator Munpr. The Coordinator will loan the money? 


ALLOCATION OF FUNDS 


Mr. Macy. The Coordinator will allocate the funds. His first 
step is to develop the ground rules under which this program will be 
developed, and he will have a few people overseas who will contact 
the voluntary agencies to establish the relationships there. 

He also has to validate the assurances that all of these people 
brought in have jobs in this country and will not displace others out of 
their own houses. - He has to take care of those problems. 

Senator Munpr. Have you got anything to correct the occurrence 
that happened so many times last time where they accepted positions 
of Mal na fide employers and they got a house to live in and then they 
disappeared in sib t 60 or 90 days? 

Mr, Macy. The experts on that are from the Labor Department. 
We have witnesses from there who will be happy to go into that with 
you. 

Senator Frreuson. Have you talked to these other people, the 
Labor Department and others? 

Mr. Macy. Yes; we worked with them very carefully. 

Senator Ferauson. Did they give you these figures? 

Mr. Macy. They have given us these figures. We have gone over 
them very carefully with them. They represent what we call 
reasonably rough estimate to get the program started. 

Senator Ferauson. Do you not think that we have appropriated 
enough for Labor that they can do these jobs and these other depart- 
ments here? 

For instance, you want for the Army $259,000. Why cannot the 
Army with all its personnel handle it as they are? 

One of the investigators went over the other day and saw one mar 
loafing and he asked him what he was doing. He said, “I am loafing. 
I haven’t got anything to do.” 
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He went to the next man and he was playing solitaire and he didn’t 
have anything to do, and the investigator said, ‘‘Well, now, that is 
duplication.”” Why do you not get some of those fellows to do this 
work? 

Mr. Macy. This will not be handled by the Pentagon, this will be 
handled by the Counter Intelligence Corps overseas. The Army will 
handle the security checks in Western Berlin, the United States Zone 
of West Germany, and western Austria. 


ADDITIONAL PERSONNEL 


Senator FerGcuson. Do they have to have new men? 

Mr. Macy. They have advised us they will have to have additional 
people. 

Senator Frerauson. You mean we have to increase the Army if we 
pass this bill? 

Mr. Macy. We have to increase the number of people in the Counter 
Intelligence Corps. They are here prepared to explain why. 


DETERMINATION OF OCCUPATION 


You mentioned the Labor Department. This means that the Labor 
Department will have to send people overseas for the first time to 
make checks over there. If a man says he is a welder, the Labor De- 
partment sends a man out to be sure he has that skill. That is one of 
the provisions of the Senate bill that we have to make that check. 
That is a new activity. The Labor Department has never done that 
sort of thing before. 

Senator Ferauson. Do you really think you have to send a Labor 
man to tell whether or not a fellow is a welder? All they can do is 
question them. 

Mr. Macy. That was not our decision; it is in the bill. It is very 
specific. 

Senator Ferauson. That they have to send the man over there? 

Mr. Macy. Yes, sir; that is the way we understand the bill. That 
is the way the bill is written. It was not our idea. 

Senator Munpr. What if a man says he is a submarine diver? 

Mr. Macy. It is the same way with the State Department. They 
did not have any group to make a security check overseas. They 
have got to build up a staff to do that. This is something brand new. 
It has never been done before. 

Senator Munpt. You must have asked some questions of these 
various agencies when they came before your Budget Bureau. 

Mr. Macy. We certainly did. 

Senator Munpt. What in the world is the State Department going 
to do with $24 million? 

Mr. Macy. They are prepared to outline it in detail, how they plan 
to spend that. 

Senator Munpt. They have convinced you that was necessary, an 
additional appropriation of $24 million? 

Mr. Macy. Yes, sir. 
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USE OF SURPLUS PERSONNEL 


Senator Ferauson. The State Department got quite a cut. Maybe 
they could use some of their surplus people. 

Mr. Macy. One of the considerations in determining this amount 
is that some of these people who will be let out already have had 
security checks, and so on, and with their availability we thought we 
could build up this force more cheaply than otherwise. 

Senator Munpr. That is not going to make it any more attractive 
if you hire all of the State Department. 

Senator Fercuson. I am afraid of what is going to happen on the 
Senate floor when they hear this evidence. 

Don’t you think this can be done for less money? 

Mr. Macy. This has been pared down very sharply, I assure you. 

Senator Frerevuson. That is an expression that I have heard for 
years and years and years, that “pared down sharply.’ 

If this was a private job and it was your job to make money out of, 
how much could you do the job for? 

Mr. Macy. I think this is a reasonable figure, sir. We think it is 
a very rough estimate. Otherwise we would have attempted to come 
up here with a full year’s estimate. 

But because of all of these uncertainties we will be the first to admit 
it is a very rough estimate. 

We proposed something to only get the program started and to have 
an administrator, whoever it may be, come up with a really solid 
program. We make no pretense that this is solid. It is the best we 
can make with the information we have on hand. 

We don’t even know what agency is going to administer it. There 
are two bills which differ in important respects, and we have had to 
use what tools we have in trying to come up with a reasonable initial 
figure. 

Senator Munpr. Let me see if I understand this. The coordinator 
is going to loan the money and supervise the program and check on 
the security. The Army is going to make the investigation as to 
whether or not they are disloyal and subversive, whether they are 
good security risks. The Public Health Service is going to examine 
into the health, obviously. The Immigration and Naturalization 
Service wants $200,000. I suppose they have to issue more visas 
and things of that kind. 

Mr. Macy. The Immigration and Naturalization Service for the 
first time has to go overseas. They are going to check them at the 
port of embarkation and port of debarkation. 

Senator Munptr. And the Labor Department is going to run 
around and ask him if he actually can do the kind of work he says 
he can do. 

Mr. Macy. That is correct. 


SECURITY CHECKS 


Senator Munpr. And then, though it may sound like pretty expen- 
sive prodecure, that leaves an expenditure at the rate of $2% million 
additional for the State Department. I do not see much more work 
for them to do. 

Mr. Macy. The State Department makes all security checks 
except those that the Army makes in Berlin, the United States Zone 
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of Germany, and Austria. They will make the security checks for 
the rest of Western Europe. 

In all the other countries the State Department will make the 
checks. The Army will make them only in those areas where we 
now have the Counter Intelligence Corps, that is, in Berlin, West 
Germany, and West Austria. This is something the State Depart- 
ment has never done. They have got to build up this staff and it is 
a new venture. 

Senator Fercuson. Where are they going to get men? 

Mr. Macy. I have explained, sir, that 1 think it would be much 
better if you asked the State Department. 

Senator Fereuson. They will be putting back the same fellows we 
fired. 

Senator Munpr. You cannot take an ordinary State Department 
employee, perhaps an information officer, or consular officer and 
suddenly make him and investigator, can you? 

Mr. Macy. That is one of the reasons we assume that only 7,000 
would be handled by the first 8 months. There have been some 
estimates we have read in the papers that most of these w.ll be handled, 
say, Within a year. 

We certainly think they are unrealistic. They have got to pick the 
men carefully as to security risks; they have got to speak the languages, 
and be carefully trained, and it is during that training—— 


TRAINING PROGRAM 


Senator Fercuson. Are you going to have to go through a training 
program with these people? 

Mr. Macy. I think it will be much better if you talked to the 
agencies about their plans. 

Senator Fereuson. We have got an expert right here. 

Senator Munprt. Let us start with the State Department. 

Senator Fereuson. There is the expert sitting right there. 

Did you hear what we were saying about your Department? 

Mr. L’Hevurevux. I heard some of it. Senator. I am not a budget 
expert, but I know something about the operations. I think I know 
what is contemplated. 

Senator Fereuson. Have you read this bill? 

Mr. L’Hevrevx. I have read the bill. 

Senator Frrauson. That is, the proposed bill? 

Mr. L’Hevurevux. The proposed bill and both the House version 
and the Senate version. 

There is not a great deal of difference. 

Under the Immigration and Nationality Act an applicant, an alien, 
comes in and applies for a visa. After his turn has been reached on 
the quota, in the event that the quota has been undersubscribed, and 
they are ready to process the case, it is examined. 

The affidavits of support and the other assurances of support are 
examined. They are medically examined. When the alien appears 
to be admissible except for security reasons a security check is under- 
taken. You have the document there, a police check, with investi- 
gative intelligence agencies that are available. 

Occasionally the case is referred back to Washington for local 
check here in Washington. 
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After all the reports are in the consul evaluates these reports and 
determines whether or not the alien appears to be admissible, and if 
he is, a formal application is typed and the visa is issued, and the alien 
has to make his way to the United States. There is nothing more 
than that. 

There are very few individual checks, house-to-house checks. 

Now, under the proposed displaced persons bill it is required that 
each case be investigated by an investigative agency and that a written 
report be made. It also contemplates a large number of aliens who 
have recently come from behind the lron Curtain. 


METHOD OF INVESTIGATION 


Senator Ferauson. How are you going to investigate those people? 

Mr. L’Hevrevx. You will run your local checks. ‘The alien will 
come forward with some affirmative evidence, he must, under the law. 
He will give references of people who have known him behind the 
lron Curtain, and the investigative agencies will interview those 
people, I presume. 

Senator Ferauson. How can you get to those behind the Lron 
Curtain? 

Mr. L’Hevreux. They would have to name those that have come 
from behind. There may be 5 or 6 neighbors that have come from 
behind, or there may be people over here. But you are going to 
find under this program this: Someone a little while ago mentioned 
that 7,000 visas are expected to be issued during the first 8 months. 
There may be forty or fifty thousand visas—or, rather, applications 
in the mill, that are being investigated and considered. So that you 
have got much more work to do from the point of view of inve stiga- 
tion under this bill. We have never had any immigration legislation 
in our history with the security provisions that this bill has. 

Senator Fereuson. I thought the previous immigration and dis- 
placed persons bill 4hat was passed had security checks on all of them. 

Mr. L’Hevurevux. That is true. The Displaced Persons Commis- 
sion was named by the President as the one which made the investi- 
gation and wrote the reports, and it called upon the investigative 
agencies to help it. 

But here in this bill the aliens have to come forward with affirmative 
evidence to satisfy the consul entirely that he is admissible. 

And the chances are that much fewer persons will qualify. In 
other words, the consul will probably have to examine three times as 
many applicants before he gets a good one than you did under the old 
act. That is why it will be considerably more expensive. 


RESPONSIBILITY OF CONSULAR OFFICERS 


Senator Munpr. Does this place the responsibility definitely on 
the consuls general for making a determination? 

Mr. L’Hevrevx. It places the responsibility upon the consul, and 
that presumably is the principal officer at the office where application 
is made. 

Senator Munpr. He has to affirmatively certify that this is a good 
security risk? 

Mr. L’Hevrevx. He has to be satisfied entirely—it uses the word 
“entirely’’—that the alien is admissible. 
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Senator Munpr. Will the Congress and the country then know 
exactly which consular officer is responsible for any individual alien 
that comes to this country so you do not have this constant difficulty 
in finding out who is responsible for mistakes and blunders if they are 
made? 

Mr. L/Hevrevx. | did not get the beginning of the question. 

Senator Munpr. Is the setup specific enough so that we can find 
out, in case of any immigrant we want to check, which particular 
consular officer is responsible for certifying him for admission? 

Mr. L’Hevurevux. There is no question about that, because that 
will be determined by the place of residence or the place where he 
applies, if he has recently come from behind the Iron Curtain. 

Senator Munpr. There is no chance of the consular officer delegating 
his responsibility? 

Mr. L’Hevurevx. No. 

Senator Munpt. We had long testimony this afternoon trying to 
find out who in the State Department was responsible for purchasing 
books overseas and we still do not know. We would like to get the 
Government organized so that different people have authority and 
with that authority comes responsibility. 

Mr. L’Hxvurevx. | think the consular service is very efficiently 
organized for that purpose, and it is well supervised by the visa 
office. 

Senator Munpr. Do you really think you can undertake an investi- 
gation as extensive as the one you have outlined for $65 a head, as 
Mr. Macy believes? 

Mr. L’Hevrevx. I think the State Department, in the territory 
where it and its investigative agencies will work, will be able to make 
a pretty thorough chee k. 

COST PER PERSON 


Senator Munpr. For $65 a head? 

Mr. L’Hevrevx. As far as that is concerned, I am not competent to 
pass on that. 

Mr. Macy. Don’t hold us too close to that. That is a rough 
estimate. 

Senator Munpr. In this country it is pretty well organized, and it 
is pretty easy to get information at the FBI. Tam surprised if you 
think you can do it for $65 a head. Wasn’t that the figure you gave 
us, Mr. Macy? 

Mr. Macy. That is the cost of all the security agencies, not just the 
State Department. 

Senator Munpr. For investigation. 

Mr. Macy. The approximate cost of administering special security 
screening under this program. 

Senator Munpr. I do not think you are going to do it for near that, 
if you are going to do the job, and if you are going to get friends who 
have got friends who have gone to Stoc ‘holm and Berlin and Paris 
and some of them over here. 

Mr. L’Hevrevx. As far as the nationals are concerned, if you 
take a German who had been in Western Ge anne for the last 10 or 
15 years, or an Italian who has been in Italy for 10 or 15 years, the 
investigation there would not be as exhaustive as one who has recently 
come from behind the Iron Curtain. 
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The consul will question him once and will be reasonably satisfied if 
all the checks come up favorably for the applicant. 

But a person who has recently come from behind the Iron Curtain, 
where you cannot get positive adverse information, you will have to 
question him on more than one oceasion. You may have to question 
him 2 or 3 times about his relatives and the schools he has attended, 
the places he has worked, his hobbies, and everything else where you 
can try to break them down to see whether they are telling a factual 
story. 

There is going to be an awful lot of lost motion. 

But what we are going to try to do in implementing this program 
is to have the counsel examine the applicant first, and not start your 
intelligence investigation until the consul is satisfied that the alien 
has made a prima facie case. 

Under the DP program you had investigations that went on simul- 
taneously with the examination, you see, or sometimes the investiga- 
tion was made first. 

But the applicant will have to come forward with affirmative evi- 
dence that will reasonably satisfy the consul that he is admissible, the 
assurances, the story he tells, his documentation, and when the con- 
sul is reasonably satisfied then the investigative agency will make its 
investigation. 

And when the report comes back, the written report, the consul 
will again examine the case and determine whether he is admissible. 


TRANSPORTING PERSONNEL 


Frankly, these figures, I think, are reasonable to give us a start, 
because the main thing is it is going to take the most to get organized, 
to get these casesin the mill. You have got to transport people abroad 
and you have got to start these security investigations. 

Senator Fercuson. Wait a minute. Don’t tell us you are going 
to transport them abroad before you try to ascertain how many are 
over there that are going to lose their jobs, and we have got to pay 
their freight and pay for their families and their automobiles and 
everything back. Do not start to send new ones over. 

Mr. L’Hevrevx. I assume that ‘hat would be the first step. 

Senator Frercuson. I hope the first step is to find out how many 
people are in Europe now that can be used on this job without send- 
ing people from America and their families and automobiles and 
everything over there. 

Every day we are sitting here and hearing how many millions of 
dollars it costs to fire men in Europe. Now you are talking about 
sending new ones back again while we are spending millions to bring 
them back because they have lost their jobs in Europe. 

Mr. L’Hevrevx. Yes, but Senator, many of these who would be 
terminated are not in the specific area where the work will take place. 

Senator Ferauson. Yes, but they are over there. That is cheaper 
than sending them from San Francisco or South Dakota or Michi- 
gan, even. 

That is where you need it coordinated. I think we must have $50 
million in our various budgets here to bring people back from Europe 
who are going to lose their jobs—at least, we are told they are going 
to lose their jobs. I understand the State Department got a real cut. 

Mr. L’Hevrevux. There are rumors to that effect. 
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Senator Fercuson. You are going to lose some over there. Can 
you not use those people over there if you are going to hire new ones? 

Mr. L’Hevurevux. I assume so, Senator. You know, I am a tech- 
nician. 

Senator Fercuson. You people down there can at least make a 
suggestion. on that. 

Mr. L’Heurevx. I know that they have planned that; there is 
no question about that. 

Senator Munpr. I do no‘, believe they can make an intelligence 
check with a program like that. If they are going to have a decent 
secuirty check, it is going to cost a lot of money, and | think we are 
going to have to face up to the fact that it is probably going to cost 
more than that if you are going to do all these things. 

I am inclined to think about those things before passing the bill. 
If we pass the bill we have got to pay the freight. 

Mr. L’Hevurevux. The processing of a case nowadays is not what 
it was 27 years ago when I[ went into the service. 

Senator Munpr. I do not have too much confidence in the type of 
processing you have been discussing. You don’t ask the immigrant 
whether he is a Communist or not. I do not think you are going to 
find that many of them saying, “Sure, thing, I would like to go to your 
country as an espionage agent.’’ You are going to have to do a lot 
of field checking if you are going to do your screening any good. 

If I were a consular officer, | would want more than somebody’s 
offhand remark that “I am going to be a good American.”’ I would 
make a decent check. 

Senator Fereuson. All right, thank you, gentlemen, very much. 

Mr. L’Heurevux. Thank you, Mr. Chairman. 


DEPARTMENT OF AGRICULTURE 


EMERGENCY ASSISTANCE 10 FARMERS AND STOCKMEN 


STATEMENTS OF ROBERT L. FARRINGTON, ACTING DIRECTOR, 
AGRICULTURAL CREDIT SERVICES, U. S. DEPARTMENT OF 
AGRICULTURE, ACCOMPANIED BY ROBERT B. McLEASISH, 
ADMINISTRATOR, FARMERS’ HOME ADMINISTRATION; HENRY 
C. SMITH, DIRECTOR, PRODUCTION LOAN DIVISION, FARMERS’ 
HOME ADMINISTRATION; MARCUS B. BRASWELL, DEPUTY 
ADMINISTRATOR, PRODUCTION AND MARKETING ADMINIS- 
TRATION; CHARLES C, BARNARD, CHIEF, BUDGET DIVISION, 
FARMERS’ HOME ADMINISTRATION; R. P. BEACH, BUDGET 
OFFICER, PRODUCTION AND MARKETING ADMINISTRATION; 
AND RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


JUSTIFICATION 


Senator Ferauson. We now have the United States Department 
of Agriculture on emergency assistance to farmers and stockmen. 

The justification will be inserted in the record at this point, 

(The justification referred to follows: ) 
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Unirep Srates DEPARTMENT OF AGRICULTURE—DISASTER LOANS, ET< 
REVOLVING FuNbD, DEPARTMENT OF AGRICULTURE 





For an additional amount for the disaster loan revolving fund established unde: 
the act of April 6, 1949, as amended (12 U.S. C. 1148a—1 to 1148a—3), $150 million 
Provided, ‘hat costs incurred in furnishing assistance in the form of livestock feeds 
in drought areas designated as disaster areas by the President, under authority 
of the act of September 30, 1950 (42 U.S. C. 1855), as amended, between June 25 
and July 15, 1953, shall be reimbursed from said fund. 


EXPLANATION OF LANGUAGE 


The proposed language would provide an appropriation of $150 million to be 
added to the disaster loan revolving fund, established under Public Law 38, 81st 
Congress. The act of July 14, 1953, providing emergency assistance to farmers 
and stockmen, authorizes the use of the disaster loan revolving fund for the pur- 
poses of the act, and further authorizes the appropriation to the revolving fund 
of such additional sums as the Congress shall from time to time determine. 

‘The purpose of the last provision is to authorize reimbursement to the Com- 
modity Credit Corporation for costs incurred in furnishing livestock feed in the 
drought areas during the brief period prior to July 15 in a manner similar to that 
now authorized under section 2 (d) of the new legislation. The furnishing of such 
feed was begun under authority of the act of September 30, 1950, and this pro- 
vision will make it unnecessary to reimburse CCC for costs incurred prior to July 15 
from the emergency fund of the President, thus simplifying the accounting work 
involved, and centering in this fund the financing of the livestock feed program 
from its inception, 


EMERGENCY ASSISTANCE TO FARMERS AND STOCKMEN 


The act authorizing emergency assistance to farmers and stockmen approved 
July 14, 1953 is in the form of an amendment to the act of April 6, 1949 (Public 
Law 38, 8lst Cong.), which established the disaster loan revolving fund in the 
Department of Agriculture. This amendment provides for economic disaster 
loans, special livestock loans, and emergency assistance in furnishing feed and 
seed, and authorizes appropriations to the revolving fund such additional sums 
as the Congress shall from time to time determine, thus centering in one fund 
the financing of such disaster operations in the Department. 

It is impossible to estimate with accuracy the amounts which will be needed 
to carry out the new legislation. At present, 300 counties have been designated 
by the President in five States (Texas, Oklahoma, Kansas, New Mexico, and 
Colorado), but stockmen in other areas may have to be assisted in the near 
future. Other variables involve such factors as the duration of emergency con- 
ditions, the number of eligible stockmen who will need credit, the amount of 
credit needed by them, the number of livestock needing feed, the feed or feed 
combinations most practical to provide, the costs of processing and transporting 
feed, ete. 

It is proposed that an appropriation of $150 million be provided at this time 
as an addition to the disaster loan revolving fund. For the reasons indicated 
above, it is not possible to spell out in any detail or with any certainty the break- 
down of this amount. The proposed appropriation of $150 million—subject to 
modification when more facts as to actual needs are available—is tentatively 
indicated by sections of the new act as follows: 

1. Section 2 (b)—Economic disaster loans.—An amount of $25 million would 
rovide for 16,000 loans at an average of approximately $1,500 for each loan. 
‘hese loans would be made principally to operators whose capital requirements 

are not large and who could not qualify for “special livestock loans’’ pursuant to 
section 2 (c) of the amendment to the act. According to the 1950 census, there 
were 80,757 commercial farms in the 5 States in this area devoted primarily to 
the production of livestock, other than dairy and poultry, from which the value 
of products sold in 1949 was less than $5,000. The loans would cover operating 
expenses during the next year, including the purchase of feed, seed, fertilizer, 
fu>'. etc. While the demands may not materialize to this extent, it is entirely 
ossible that if the present adverse economic trends affecting livestock operators 
Roneetn more serious or if there is an expansion of the area designated, this 
amount may not be adequate. 
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2. Section 2 (c)—Special livestock loans.—While the special livestock loan 
program is national in scope, it is assumed that the major lending activities will 
be in the States where damage appears to be most serious at the present time 
because of prolonged drought conditions. An amount of $75 million would permit 
15,000 loans to eligible ranchers and stockmen at an average of $5,000 per loan. 
By the provisions of the legislation, these loans will be made only to those appli- 
cants who require $2,500 or more to meet their current financial requirements. 
According to the 1950 census, there were approximately 44,000 farms in the 5 
States in this area that were devoted primarily to the production of livestock, 
other than dairy and poultry, from which the value of products sold in. 1949 was 
$5,000 or more. Again, actual demand for these loans will be governed by later 
experience and the economic trends in the area involved. 

3. Section 2 (d)—Emergency assistance in furnishing feed and seed.—Best avail- 
able conservative estimates of numbers of livestock, expressed in cattle feeding 
equivalent, in the declared area is 11 million head. Minimum feed rations are 
estimated at 244 pounds per day for cottonseed meal, corn, or wheat, and 3}5 
pounds per day for oats, assuming about half the nutritional requirements are 
obtained through roughage secured from other sources. It is roughly estimated 
that minimum recoverable net cost to the Commodity Credit Corporation of feed 
made available, exclusive of transportation, processing and administrative costs, 


would be as follows: Stet lien. 
bursable cost 

Commodity: to CCC 
Cottonseed meal (per ton)- weetroiy, $24. 00 
Corn (per bushel) _-__- Sia bh eed tbr ai de in ake SCs aged . 60 
Oats (per bushel) _------ ‘ os oan spel ie dirtataAalrs det . 80 
Wheat (per bushel) - -_- cand . 60 


At these recoverable values, based on the cattle numbers indicated above, and 
allowing for transportation, processing and administrative costs, feed could be 
furnished for perhaps 4 to 5 months with an amount of $50 million. If appreciable 
numbers of stockmen can provide feed through regular commercial channels, 
this amount would last correspondingly longer. On the other hand, it is, of course, 
impossible to foresee how long the emergency will continue. 

It will be possible to effect the necessary flexibility between the various seg- 
ments of the program by appropriating additional funds to the disaster loan 
revolving fund as authorized by recent legislation. 

Senator Frerauson. We have with us, I believe, Mr. Robert L. 
Farrington, Acting Director, Agricultural Credit Services. 

Mr. Farrineron. Yes, Mr. Chairman. 

Senator Frrauson. You have made up your budget for the opera- 
tion of this law. 

Mr. Farrineron. Yes, sir; we have our budget. 


PERSONNEL 


Senator Ferauson. Over and above what you are going to give to 
the poor farmer, and the stockmen, what are we going to give to the 
employees? How many employees are you going to have and what 
is it going to cost to operate your department? 


. LIMITATION ON ADMINISTRATIVE EXPENSES 


Mr. Farrineron. This bill, Mr. Chairman, provides $150 million 
for the total program. There is a provision in it as passed by the 
House today that no over $300,000 can be used for administrative 
expenses. That, however, sir, was an addition that was not in our 
original proposal. 

Senator Fercuson. In other words, the $150 million goes to the 
farmer? 

Mr. Farrineion. That is correct. 
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Senator Ferauson. And the stockmen? 

Mr. Farrineron. That is correct. 

Senator Ferauson. And the House bill says you are allowed to use 
$300,000 as operating expense? 

Mr. Farrineton. It says not more than that, sir. 

Senator Fereuson. Not more than that. 

Mr. Farrineron. Not more than that. 

Senator Ferauson. How much do you think you can operate this 
law for? 

Mr. Farrineron. I would like to turn that question over to Mr. 
Roberts, our budget officer. 

Mr. Roserrts. As the estimate came to the House it was proposed 
that of the $150 million, approximately $1 million would be used for 
administrative expenses in making these loans. That would provide 
for temporary employees only. It was not conte mplated there would 
be any new permanent employees hired. 

It would provide about the equivalent of about 258 man-years of 
temporary employment and approximately $47,000 for the compensa- 
tion and expenses of committeemen who would be employed to review 
those loans on a w. a. e. basis. 

lt is contemplated that they might meet as much as once or twice 
a week. 

The bill as it came to the Senate from the House provided that of 
the $150 million carried in the bill, not more than $300,000 should be 
used for administrative expenses in the Joan-making operation. 


ASSISTANCE TO FARMERS IN DROUGHT AREA 


In addition the bill provides under section 2 (d), for a program of 
emergency feed and seed assistance to farmers in the drought area. 

Those commodities would be provided to them from stocks of the 
Commodity Credit Corporation, and it is proposed that this fund 
be used to reimburse the Commodity Credit Corporation for the cost 
of that operation, including whatever administrative costs may be 
involved. 

Senator Ferauson. What is the total sum you are asking for? 

Mr. Farrineron. We are asking for $150 million, Mr. Chairman. 

Senator Munpr. That includes all the administrative expenses 
and everything. 

Mr. Farrineton. Yes, sir. That will be taken out of the Farmers’ 
Home Administration regular appropriation and out of this disaster 
revolving fund. We are not asking anything special for that. 

Senator ELLeENpDER. You have an organization already set up to 
handle this, have you not? 

Mr. Farrineron. Yes, sir; the Farmers’ Home Administration: 

Senator ELLenpER. How many people will hou have to have? 


TEMPORARY EMPLOYEES 


Mr. Farrinetron. There will be temporary employees only, 
Senator Ellender. The county officers, clerks, and so forth. And 
it is anticipated that we may need as much as the equivalent of 258 
man-years. 

Senator ELtenper. Couldn’t you utilize some of the employees 
you now have? 








Se 





THE SUPPLEMENTAL APPROPRIATION BILL, 1954 735 


Mr. Roserts. We will to the extent it is possible; yes, sir. This 
would be just such additional temporary staff as is necessary to 
handle this additional workload. 

We wanted to emphasize that the amount provided in the present 
submission for the feed program was $50 million. 

As the bill came from the House there was a limitation that no 
more than $40 million of the $130 million might be used for that 
purpose, 

We want to emphasize to the committee that we do not believe 
the $40 million is going to take care of the need. Much of the $40 
million will have to be used to repay the President’s emergency fund, 
or funds that were made available already to carry the program until 
these funds were provided. 

And we estimate that $40 million will not carry us beyond a 3- 
month period. 

Senator Frrauson. You are talking about the appropriation. 

Mr. Roserts. The House joint resolution. 

Senator Frreuson. That is what I mean, the appropriation. 

Mr. Roserts. So | think it is important that the committee in 
considering its action on the bill keep in mind that limitation which 
has been written in by the House, that it will not carry this program 
beyond a 10- or 12-week period. 

Senator Furauson. All right; thank you very much. 


SPECIAL LIVESTOCK LOANS 


Mr. Farrineron. One other point, Mr. Chairman: In the special 
livestock loans division the loans as provided for in the original law 
provided for loans of $2,500 to be handled as special livestock loans. 
‘The House struck that limitation out which means that anyone can 
come in for one of those special livestock loans regardless of how much 
cattle he has. 

We think that can operate all right, but we think we can do better 
if the bill was like it was originally and the limitation were not in it. 

Senator Ferauson. Was not in it? 

Mr. Farrinetron. Yes, sir. We think we can do better without 
knocking out this minimum as it is today. 

Senator Ferauson. Very well, thank you, gentlemen. 

Mr. Farrineron. Thank you, Mr. Chairman. 

Senator Frrauson. There is one other item that I think should 
be stated for the record. ‘The Chair talked with the President and 
other leaders at the White House this morning. There is an item of 
$200 million that might be transferred from the amount of money 
appropriated for the war in Korea to be used for rehabilitation and 
feeding and so forth in South Korea in case there is an armistice. 

Senator ELLenpEerR. Have those funds been appropriated? 

Senator Ferauson. Yes, it is in the military budget now to fight 
the war, and it would just merely authorize the President to trans- 
fer those funds to other work. 

Senator ELLENpER. But they were appropriated for a specific 
purpose? 

Senator Ferauson. No, they were appropriated just to fight the 
war and they would be able to use it for rehabiliation. There is no 
new money. 


35192—53——47 
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I thought that ought to be in the record. 
If there is nothmeg further at this time, the committee will recess, 
subject to the call of the Chair. 


FEDERAL Civit Derense ADMINISTRATION 


Senator Fercuson. The following communication, from Gov. Va! 
Peterson, Administrator of the Federal Civil Defense Administration, 
addressed to Chairman Bridges, has been received and will be made 
a part of the record. 

(The communication referred to follows:) 


(See p. 196.) 


FeperAt Civit DEFENSE ADMINISTRATION, 
OrricE OF THE ADMINISTRATOR, 
Washington 25, D. C., July 25, 1953 
Hon. Sty.es BripGEs, 
Chairman, Committee on Appropriations, United States Senate. 

Dear Mr. CuarrMan: This is in reply to vour request for our comments co1- 
cerning the suggestion of Governor Gregg of New Hampshire that you write into 
the civil defense appropriation bill pending before your committee a provision 
that the individual States be granted authority to expend their allocations as they 
sec fit to meet the particular civil defense needs of their States. 

The allocations in question are made to the States under the authority of section 
201 (i) of the Federal Civil Defense Act of 1950, as amended, which provides 
among other things that the Administrator may make financial contributions, on 
the basis of programs or projects approved by him, to the States for civil-defense 
purposes. This section also makes the Administrator responsible for the expendi- 
ture of such Federal funds in accordance with terms and conditions consistent 
with approved programs or projects. 

Pursuant to this section, criteria have been promulgated which are intended to 
assure that the civil-defense program will be a national program, not a composite 
of independent State and local programs. In other words, it is our thought that 
sufficient uniformity should be established in civil-defense sree and practices 
to permit the mobilization of civil-defense forces for use anywhere in the country. 
At the same time considerable latitude is permitted to allow for adaption to 
individual State problems. Inclusion of language as proposed by Governor 
Gregg could seriously disrupt if not make impossible the accomplishment of leader- 
ship and planning designed to create an integrated civil defense. 

The Governor may be assured of my personal interest in expediting adminis- 
tration of the contributions program, including such things as the deletion of 
unnecessary paperwork and forms and in the acceleration of procurement, -Fur- 
ther, I will see that Federal restrictions of the employment of the mateéhifig funds 
are held to an absolute minimum. 

Sincerely, 
VaL PETERSON, 
Srate DEPARTMENT 


INTERNATIONAL INFORMATION AND EDUCATIONAL ACTIVITIES 


Senator Fercuson. I will insert in the record at this point telegrams 
received by Senator Johnson, of Colorado on the need for adequate 
funds to support the international information program. 

(The telegrams referred to follow:) 

Bov.iper, Coro., July 21, 1958. 
Hon. Epwitn C. JoHNson, 
Senate Office Building, Washington, D. C.: 

In the interest of maintaining opportunities for international education in keep- 
ing with current need we urge that the budget for international education exchange 
of persons programs not be reduced. Although separated administratively, 
budget for these successful programs is being considered in united budget with 


SS, 


Ja! 
yn, 
de 








THE SUPPLEMENTAL APPROPRIATION BILL, 1954 737 


that of International Information Administration which we understand is under 
question. 
Warp Dartey, President 


BouupEr, Coro., July 16, 1953 
Hon. Epwin C. JoHnson, 
Senate Office Building, Washington, D. C.: 


In order to protect Colorado citizens from losing popular opportunities for 
international education, the undersigned representatives of educational insti- 
tutions at a meeting of foreign student advisers feel strongly that the separation 
of the International Information Administration from the International Educa- 
tional Exchange Service will contribute to the effectiveness of the Fulbright 
program and other governmental educational exchange programs, Although sepa- 
rated administratively, we note that the budget of the IES is still a part of the 
budget of the IITA, and could be drastically cut in any budget cut of the ILA. 
We urge that the budget for exchange programs be extended so that even more 
citizens may participate or share the experiences gained from this successful 
program. 

WARNER MILLER, 
Colorado A. and M. College. 
WIiLuiaM B. Burcer, 
Colorado School of Mines. 
Dr. SipNeY DRESSLER, 
National Jewish Hospital. 
Meupr NAKESTEEN, 
CU-Extension Division. 
Roserr Buair, 
University of Denver. 
CATHERINE Davigs 
University of Denver, 
DoroTHea Biair, 
Colorado Women's College. 
WILLARD Epwarps, 
University of Colorado. 


Senator Brincss. The following letter, with enclosure, from Senator 
Cooper, of Kentucky, addressed to Chairman Bridges, has been re- 
ceived and will be inserted in the record. 

(The material referred to follows:) 


Unitep States SENATE, 
CoMMITTEE ON ARMED SERVICEs, 
July 25, 1958, 
Hon. Strres Bripcss, 
Chairman, Senate Appropriations Committee, 
United States Senate. 

Dear Senator Brinags: Enclosed is a telegram from President H. L. Donovan, 
of the University of Kentucky, urging restoration of the cut made by the House 
in the International Information budget. I shall appreciate your making this 
telegram a part of your record. I have the fullest confidence in Dr. Donovan’s 
judgment. He traveled in Europe a few years ago and I believe your committee 
will want to give his views the fullest consideration. 

With kind regards, I am 

Sincerely yours, 
Joun SHERMAN Cooper. 


Lexinaton, Ky., July 20, 1958. 
Senator Joun SHERMAN CooPER, 
Senate Office Building, Washington, D. C.: 

It is our hope that cut proposed by House in International Information budget 
will be restored. We consider this program vital to development of international 
understanding. Will appreciate your talking with members of Senate Appropria- 
tions Committee regarding this matter. 


H. L. Donovan, 
President, University of Kentucky. 
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Senator Ferauson. The following information has been submitted 
by Senator McCarthy: 
(The information referred to follows:) 


AARON COPLAND 
(See p. 639) 


The public records, files and publications of the committee contain the following 
information concerning Aaron Copeland: 

Aaron Copland signed a protest to the ban on a Communist speech as shown in 
the Daily Worker of October 23, 1936, page 1; he signed a statement to President 
Roosevelt defending the Communist Party (Daily Worker, March 5, 1941, p. 2); 
as a composer, he signed a petition to the Attorney General in behalf of Hanns 
Eisler, a Communist (Daily Worker, December 17, 1947, page 7); and a release, 
All-Eisler Program at Town Hall February 28, New York, listed him as a sponsor 
of the Hanns Eisler concert held February 28, 1948. 

A mimeographed sheet attached to a letterhead of the American Committee 
for Democracy and Intellectual Freedom, dated January 17, 1940, showed Aaron 
Copland as a signer of a petition sponsored by that organization. The American 
Committee for Democracy and Intellectual Freedom was cited as a Communist 
front which defended Communist teachers by the Special Committee on Un- 
American Activities, Report June 25, 1942, page 13, and March 29, 1944, page 87. 

The program of the Fifth National Conference of the American Committee for 
Protection of Foreign Born, held at Atlantic City, N. J., March 29-30, 1941, 
named Mr. Copland as a sponsor; a letterhead of the New York Committee for 
Protection of Foreign Born, January 2, 1941, showed him as a sponsor; and, the 
invitation to the United Nations in America dinner, held under auspices of the 
American Committee, April 17, 1943, New York City, listed him as one of the 
sponsors of the dinner. 

The American Committee for Protection of Foreign Born was cited as sub- 
versive and Communist by former Attorney General Clark in letters to the Loyalty 
Review. Board (press releases of June 1, 1948, and Sept. 21, 1948). The Special 
Committee on Un-American Activities described the organization as one of the 
oldest auxiliaries of the Communist Party in the United States (report of Mar. 
29, 1944, p. 155; also cited in report, June 25, 1942, p. 13). 

New Masses, November 16, 1937, page 2, reported that Aaron Copland was a 
judge of a song contest given under auspices of the New York City division of 
the American League Against War and Fascism. 

The American League Against War and Fascism was cited as subversive and 
Communist by former Attorney General Tom Clark in lists furnished the Loyalty 

teview Board, released December 4, 1947, and September 21, 1948. It was 
cited as a Communist-front organization by the Attorney General (Congressional 
Record, Sept. 24, 1942, p. 7683). 

“The American League Against War and Fascism was organized at the first 
United States Congress Against War which was held in New York, September 
29 to October 1, 1933. Four years later at Pittsburgh, November 26—28, 1937, 
the name of the organization was changed to the American League for Peace and 
Democracy * * * as it had been before’’ (Special Committee on Un-American 
Activities, report, Mar. 3, 1940, p. 10; June 25, 1942, p. 14). 

The program, Artists’ Front To Win the War, October 16, 1942, page 4, and the 
October 7, 1942, issue of the Daily Worker (p. 7) listed Aaron Copland as a sponsor 
of the organization, Artists’ Front To Win the War. This organization was cited 
as a Communist front by the special committee, report, March 29, 1944, page 96. 

Aaron Copland was a committee member and/or sponsor of the Citizens Com- 
mittee for Harry Bridges according to a letterhead of that organization dated 
September 11, 1941. 

The Citizens Committee for Harry Bridges was cited as Communist by the 
Attorney General in a letter to the Loyalty Review Board, released to the press 
April 27, 1949. It was cited as a Communist front, “located at 1625 Broadway, 
New York City, which was formed to oppose deportation of Harry Bridges, 
Communist Party member and leader of the disastrous San Francisco general 
strike of 1934 which was planned by the Communist Party” (special committee, 
report, Mar. 29, 1944, pp. 90 and 94). 

A letterhead of the Committee of Professional Groups for Browder and Ford, 
dated September 22, 1936, and the September 2, 1936, issue of the Daily Worker 
(p. 2), listed Aaron Copland as a member of that organization. The Committee 











heir ee 


~ SSE et 


ae hn 


oS COGS 


apteenae. ane 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 739 


of Professional Groups for Browder and Ford was cited as a Communist front, 
which operated when those two candidates were running for President and Vice 
President, respectively, on the Communist Party ticket by the Special Committee 
on Un-American Activities (report, Mar. 29, 1944, pp. 48 and 181). 

Aaron Copland was listed a a representative individual in a booklet, These 
Americans Say! issued by the Coordinating Committee To Lift the Embargo, 
which was cited as one of a number of front organizations, set up during the 
Spanish Civil War by the Communist Party in the United States and through 
which the party carried on a great deal of agitation (special committee report, 
Mar. 29, 1944, pp. 137 and 138). 

The American Musie Allianee of the Friends of the Abraham Lincoln Brigade 
were entertained by Aaron Copland, as shown by the March 26, 1938 issue of the 
Daily Worker (p. 8). ‘In 1937-38, the Communist Party threw itself whole- 
heartedly into the campaign for the support of the Spanish Loyalist cause, recruit- 
ing men and organizing multifarious so-called relief organizations.’”’ Among these 
was the above Communist-front organization (special committee, report, Mar. 
29, 1944, pp. 82, 125; also cited in report of Jan. 3, 1940, p. 9). 

The Daily Worker of April 6, 1937 (p. 9) reported that Mr. Copland was a 
member of the advisory board of Frontier Films. Frontier Films was cited as a 
Communist front by the Special Committee on Un-American Activities in its 
report of March 29, 1944, pages 49, 83, and 147. 

Aaron Copland was a sponsor of The Century of the Common Man dinner, 
held by the Joint Anti-Fascist Refugee Committee, October 27, 1943, in New 
York City. This organization was cited as subversive and Communist by the 
Attorney General (press releases of December 4, 1947, and September 21, 1948). 
It was cited by the special committee as a Communistfront organization headed 
by Edward K. Barsky (report, March 29, 1944, p. 174). 

He was a member of the National Committee for People’s Rights as shown on 
a leaflet, News You Don’t Get, dated November 15, 1938. The National Com- 
mittee for the Defense of Political Prisoners, “substantially equivalent to Inter- 
national Labor Defense, legal arm of the Communist Party, changed its name 
“in January 1938 to National Committee for People’s Rights * * * no substan- 
tial change was made in its setup or functions” (Attorney General, Congressional 
Record, September 24, 1942, p. 7686). It was cited as ‘‘a Communist front which 
succeeded the National Committee for the Defense of Political Prisoners.”’ ‘The 
organization under its new name remained entirely under the control of the 
Communist Party (special committee reports, June 25, 1942, p. 20; and March 29, 
1944, pp. 48, 182). 

It was cited as “‘among a maze of organizations’? which were ‘‘spawned for the 
alleged purpose of defending civil liberties in general but actually intended to 
protect Communist subversion from any penalties under the law” by the com- 
mittee in its report No. 1115, September 2, 1947, page 3. 

A letterhead of the National Committee for the Defense of Political Prisoners 
dated October 31, 1935, also showed him to be a member of that organization, 
which was cited as subversive and Communist by the Attorney General in lists 
furnished the Loyalty Review Board, released December 4, 1947, and September 
21, 1948. 

‘Substantially equivalent to International Labor Defense, legal arm of the 
Communist Party * * * (it) eaters to financially and socially prominent lib- 
erals * * * the cases selected for defense, so far as known, have without exception 
been those of Communists or cases publicized by the Communist Party. * * * In 
January 1938 its name was changed to the National Committee for People’s 
Rights” (Attorney General, Congressional Record, September 24, 1942, p. 7686). 

“The organization was cited as a Communist front, together with its successor 
organization, National Committee for People’s Rights. The executive secretary 
of the above was Joseph Gelders, well-known Communist’ (special committee 
reports, June 25, 1942, p. 20; and March 29, 1944, pp. 48, 182). 

_ Aaron Copland has been shown as a sponsor of the National Council of Amer- 
ican-Soviet Friendship on the Call to the Congress of American-Soviet Friendship, 
November 6-8, 1943, page 4; on a letterhead of the organization dated March 
13, 1946; and a memorandum issued by the organization March 18, 1946. The 
Daily Worker of June 21, 1948 (p. 3) reported that Aaron Copland, composer, 
signed a statement calling for a conference with the Soviet Union sponsored by 
the National Council of American-Soviet Friendship. The pamphlet, How To 
End the Cold War and Build the Peace (p. 9), issued by the National Coun- 
cil * * * named Aaron Copland as a signer of a statement in praise of Henry 
Wallace’s open letter to Stalin in May 1948, He also signed an open letter to 
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the Mayor of Stalingrad, released by the National Council, as shown in Soviet 
Russia Today for June 1943 (p. 21). The report to members of the NCASF by 
the director, March 7, 1945, named Mr. Copland as vice chairman of the musi- 
cians committee of that organization. Mr. Walter 8S. Steele in his testimony 
before the Committee on Un-American Activities during public hearings, July 
21, 1947, stated that Aaron Copland spoke at an American-Soviet cultural con- 
ference held by the National Council in New York City, November 18, 1945. 
The National Council * * * was cited as subversive and Communist by the 
Attorney General of the United States (press releases of December 4, 1947, and 
September 21, 1948). In a report of the special committee * * * dated March 
29, 1944, the National Council was cited as having been, “in recent months, the 
Communist Party’s principal front for all things Russian.” 

It is noted in the Daily Worker of October 19, 1948, page 7, that Mr. Copland 
signed a statement in support of Henry A. Wallace, issued by the National Council 
of the Arts, Sciences, and Professions; and the February 28, 1949, issue of the same 
newspaper reporied that he spoke at a meeting of the same organization; Mr. 
Copland was a sponsor and speaker at the Cultural and Scientific Conference for 
World Peace, held under the auspices of the National Council ! in New York City, 
March 25-27, 1949, as shown on the conference program and the Daily Worker of 
February 21, 1949 (p. 9) and March 13, 1949 (p. 9). 

On December 19, 1940 (p. 5), the Daily Worker printed an appeal sponsored by 
the National Federation for Constitutional Liberties for ‘immediate dismissal of 
charges against Sam Adams Darcey, Communist leader * * *” Aaron Copland, 
composer, New York City, was named as one of those who signed the appeal. 

On July 11, 1942, the National Federation for Constitutional Liberties spon- 
sored an open letter to the President of the United States, urging him to reconsider 
an order of Attorney General Biddle for deportation of Harry Bridges; the letter 
called attention to the fact that ‘‘it is equally essential that the Attorney General’s 
ill-advised, arbitrary, and unwarranted findings relative to the Communist Party 
be rescinded.’” Among those who signed the open letter was Aaron Copland, 
identified as a composer of New York City. The national federation * * * pub- 
lished the open letter in pamphlet form, September 11, 1942, under the title “Six 
Hundred Prominent Americans Ask President To Rescind Biddle Decision.” 

The National Federation for Constitutional Liberties has been cited as sub- 
versive and Communist by the Attorney General of the United States (press 
releases of December 4, 1947 and September 21, 1948); in 1942, the Attorney 
General cited the National Federation as “part of what Lenin called the solar 
system of organizations, ostensibly having no connection with the Communist 
Party, by which Communists attempt to create sympathizers and supporters of 
their program. * * * (It) was established as a result of a conference on consti- 
tutional liberties held in Washington, D. C., June 7-9, 1940. * * * The defense 
of Communist leaders such as Sam Darcy and Robert Wood, party secretaries 
for Penns¥lvania and Oklahoma, have been major efforts of the federation”’ 
(Congressional Record, September 24, 1942, p. 7687). 

“There can be no reasonable doubt about the fact that the National Federation 
for Constitutional Liberties—regardless of its high-sounding name—is one of the 
viciously subversive organizations of the Communist Party.” (Special com- 
mittee report March 29, 1944, p. 50; also cited in reports, June 25, 1942, p. 20; 
and January 2, 1943, pp. 9and 12.) The Committee on Un-American Activities 
found that it was among a “maze of organizations” which were “spawned for 
the alleged purpose of defending civil liberties in general but actually intended 
to protect Communist subversion from any penalties under the law.” (Rept. 
No. 1115, September 2, 1947, p. 3.) 

Aaron Copland was an entertainer at a New Masses benefit as shown by the 
February 1, 1938, issue of that periodical. New Masses was cited as a Com- 
munist periodical by former Attorney General Biddle (Congressional Record, 
September 24, 1942, p. 7688). It is a nationally circulated weekly journal of 
the Communist Party * * * whose ownership was vested in the American Fund 
for Public Service (Garland Fund). (Special committee report, March 29, 1944, 
pp. 48 and 75; also cited in reports, January 3, 1939, p. 80; and June 25, 1942, 
pp. 4 and 21.) 

He was a member of the Non-Partisan Committee for the Reelection of Con- 
gressman Vito Marcantonio as shown on a letterhead of that orgaaization, dated 
October 3, 1936. The Non-Partisan Committee * * * was cited as a Communist 
front by the special committee in its report of March 29, 1944 (p. 122). 





1 The national council and the cultural and scientific conference were both cited as Communist-front or- 
ganizations by the Committee on Un-American Activities in Rept. No. 1954 of April 19, 1949. 
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It was reported in the Daily Worker for July 19, 1942 (p. 4) that Mr. Copland 
was one of those who signed the Open Letter in Defense of Harry Bridges, which 
was cited as a Communist front by the special committee (report March 29, 1944, 
pp. 87, 112, 129, and 166). 

An advertisement of the Reichstag Fire Trial Anniversary Committee appeared 
in the New York Times of December 22, 1943 (p. 40), announcing Aaron Copland 
as one of the signers of their declaration. The Reichstag Fire Trial * * * was 
cited as a Communist front which was formed in December 1943, by prominent 
Communists and Communist sympathizers to honor Georgi Dimitrov, former 
head of the Communist International. (Special committee report of March 29, 
1944, pp. 112 and 156.) 

Mr. Copland was shown as a sponsor of the Schapp2s Defense Committee on 
an undated letterhead and a pamphlet, In the Case of Morris U. Schappes (p. 10). 
The Schappes Defense Committee was cited as Communist by the Attorney 
General in his letter to the Loyalty Review Board, released April 27, 1949. 

It was cited as a ‘front organization with stricly Communist objective, namely, 
the defense of a self-admitted Communist who was convicted of perjury in the 
courts of New York.’’ Morris U. Schappes ‘‘was on the teaching staff of the 
College of the City of New York for a period of 13 years. In 1936 his superior 
on the college faculty refused to recommend him for reappointment. This 
action led to prolonged agitation by the Communist Party.’”’ (Special committee 
report, March 29, 1944, p. 71.) ; 

In addition to the foregoing information concerning Aaron Copland, the follow- 
ing references to him appeared in public hearings before this committee concerning 
Hanns Fisler: 

“Mr. Srripiing. I have an article here written by you, which appeared in 
Sovetskoe Iskusstvo, July 29, 1935, page 2, and it has your picture and is printed 
in Russian. The title is ‘The Destruction of Art’ * * *. You state [reading]: 
‘Still, Iam an optimist with regard to the future because I believe in the inexhausti- 
ble strength of the organized masses. ‘The dark epoch of fascism makes it clear 
to each honest artist that close cooperation with the working masses is the only 
way leading to creative art. Only in a revolutionary struggle vill an artist find 
his own individuality. * * * Similar developments can be observed in America 
where the recognized composer, Aaron Copland, has composed a mass song, the 
First of May. * * * Revolutionary music is now more powerful than ever. Its 
political and artistic importance is growing daily.’ ” 

In further questioning Mr. Fisler, Mr. Stripling introduced a translation of an 
interview with Fisler, which appeared in the Evening Moscow of June 27, 1935, 
at which time Mr. Eisler stated: 

“T am extremely pleased to report a considerable shift to the left among the 
American artistic intelligentsia. I don’t think it would be an exaggeration to 
state that the best people in the musical world of America (with very few excep- 
tions) share at present extremely progressive ideas. 

“Their names? They are Aaron Copland.” (Hearings regarding Hanns Fisler, 
September 24, 25, and 26, 1947, pp. 36, 38, 39.) 

Mr. Copland signed a statement to the President of the United States, urging a 
declaration of war on Finland which was sponsored by the American Council on 
Soviet Relations. 

The American Council on Soviet Relations was cited as “subversive and 
Communist successor to the Friends of the Soviet Union’’ by the Attorney General 
: lists furnished the Loyalty Review Board, released June 1, 1948, and September 
21, 1948. 


INTERNATIONAL INFORMATION ADMINISTRATION 


Senator Ferguson. There has been submitted a table in connection 
with the International Information Administration, State Depart- 
ment, giving a tentative analysis of termination costs, which will be 
inserted in the record at this point. 

(The table referred to follows:) 
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Senator Fereuson. At this point in the record will be inserted a 
letter from Mr. Lewis K. Gough, national commander of the American 
Legion, regarding the International Information Administration pro- 
gram. 

(The letter referred to follows:) 

THe AMERICAN LEGION, 
Washington 6, D. C., July 20, 1958. 
Hon. Sty_es Bripess, 
Chairman, Senate Appropriations Committee, 
The Capitol, Washington 25, D. C. 


Dear SENATOR Bripaces: I am most deeply concerned over recent congressional 
action taken with respect to appropriations for the International Information 
Administration program. Let there be no confusion as to the views of the 
American Legion on this vitally important matter. 

In formal resolutions adopted at its national conventions in 1950, 1951, and 
1952, the American Legion expressed its belief in the need for a strong oversea: 
information program capable of winning the struggle for the minds of men and 
sufficiently forceful to forestall another world war. We have called for a revitalized 
and independent information program, and now stand squarely behind the 
President's proposal of Reorganization Plan No. 8 for that purpose. 

We view with great alarm the recent action of the House of Representatives in 
reducing by 33 percent President Eisenhower's request for funds to carry on the 
war of ideas. The $60 million voted by the House cannot be considered a realistic 
amount with which to carry on a job so vital to our national-interest and defense. 

The American Legion is aware of the need for improvement in the Voice of 
America. We know of the many criticisms and charges leveled at the program. 
Whatever shortcomings exist must be corrected. We strongly believe, however, 
that these factors should not cause us to abandon the program’s all-important 
objectives. We feel that now, more than ever, the information program must be 
given all possible assistance—financial and moral. We urgently request your 
support in this so as to insure that the Voice of America will be able to strike 
effectively for peace and for the free world, 

I also wish to register concern over a provision in the House bill which would 
prevent any strengthening of existing units of the agency. To hold the informa- 
tion programs to personnel limitations of two-thirds of those now employed would 
have the effect of freezing each existing operation into a status quo. Such a 
limitation is completely contrary to the mandate of the American Legion. Further, 
I am sure it will nullify the improvements sought by the President’s reorganization 
plan. 

As national commander of the American Legion, I urgently request you to do 
now everything possible to strengthen the propaganda campaign of the United 
States of America. 

Sincerely yours, 
Lewis K. Gouaa, 
National Commander. 


Chairman Brinces. The following letter has been submitted for 
the record: 


INTERNATIONAL INFORMATION ADMINISTRATION 


(See p. 667) 
[Letterhead of the Secretary of State] 


[Officially dated by mail room on dispatch: June 11, 1953.) 
Mr. Davin A. KerR.ey, 
Tennessee Polytechnic Institute, 
Cookeville, Tenn. 

My Dear Mr. Kertey: The receipt is acknowledged of your letter of April 
8, 1953, in which you request recent material concerning ‘economics of free 
multilateral trade.”’ : Bs : 

There are enclosed various official press releases presenting the administration’s 
position on this subject, which may be of value to you. 








‘ 
} 
q 
a 
b 


THE SUPPLEMENTAL APPROPRIATION BILL, 1954 745 


The pamphlet entitled “International Trade Policy Issues,’’ prepared by 
Harry C. Hawkins for the Foreign Commerce Department Committee of the 
Chamber of Commerce of the United States, sets out basic issues in trade and 
tariff policy from the point of view of United States legislation. The pamphlet, 
Together We Are Strong, prepared by this Department, is a study of the im- 
portance of imports to our economy. 

There was an interesting article on trade in the March issue of Fortune which 
may be of interest to you. Also, in the Reporter, March 31, 1953, there was a 
discussion of our trade policy. 

You may #lso wish to write to the National Committee for Import Development, 
45 East 17th Street, New York 3, N. Y., for a copy of a speech delivered by 
Henry Ford, II, on February 17, 1953, in Chicago on the subject, ‘“‘The Free 
World Can’t Trade on a One-Way Street.” 

If this Department can be of any further assistance do not hesitate to write 
again. 

Sincerely yours, 
MarGaret H. Porrer, 
Chief, Trade Agreements Branch, Commercial Policy Staff 
(For the Assistant Secretary of State). 

Enclosures: 1. International Trade Policy Issues, Chamber of Commerce of 
the United States, February 1953. 2. Together We Are Strong, Department of 
State, December 1952. 3. Statement of Secretary of Labor Martin P. Durkin, 
May 7, 1953. 4. White House press releases, April 7 and May 2, 1953. 5. De- 
partment of State press releases 186, 194, 195, 214, 233. 


(Thereupon, at 8:35 p. m., Friday, July 24, 1953, the committee 
recessed, to reconvene subject to the call of the Chair.) 
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MONDAY, JULY 27, 1953 


Unirep Sratres SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room F-—37, 
the Capitol, Hon. Styles Bridges (chairman) presiding. 

Present: Chairman Bridges, Senators Ferguson, Young, Knowland, 
McCarthy, Mundt, Dworshak, Dirksen, Hayden, Russell, Chavez, 
Ellender, McClellan, and Magnuson. 


STATE DEPARTMENT 
INTERNATIONAL INFORMATION ADMINISTRATION 


STATEMENTS OF ARTHUR A. KIMBALL, DEPUTY ADMINISTRATOR, 
AND BEN G. CROSBY, DIRECTOR, CONGRESSIONAL AND PUBLIC 
INFORMATION, INTERNATIONAL INFORMATION ADMIN'S- 


TRATION 
GENERAL STATEMENT 


Chairman Bripees. We have with us this morning, Mr. Kimball 
and Mr. Crosby of the International Information Administration, 
Department of State. You gentlemen were requested by this com- 
mittee to furnish certain breakdowns and information, and we under- 
stand it has not been furnished. We want to ask you why. 

Mr. Kimpauu. Mr. Chairman, the situation with regard to the 
breakdowns is as follows: 

A cut to $60 million which was given us by the House was such a 
drastic cut that it would take not only the approval of the IIA but 
the State Department and such agencies as the Psychological Strategy 
Board. It literally would get down to a question as to which of maybe 
30 or 40 countries we would have to pull out of and whether or not 
we would have to abandon certain media altogether. 


FIXED TRANSMITTAL EQUIPMENT 


In the case of radio, for example, out of the $20 million in the budget, 
approximately $13 million is for the fixed operating costs of the trans- 
mittal equipment, leaving in the neighborhood of $7 million to $8 
million for all programing and broadcasting. 

A proportionate cut, for example, in the radio facilities would mean 
not only closing down some more of our domestic transmitters. but 
possibly mothballing the Courier and 1 or 2 million-watt stations. 

Senator Feraeuson. Mr. Chairman? 

Chairman Bripegs. Senator Ferguson. 
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Senator Fercuson. Could I ask you how long have you known of 
the House figure of $60 million? 

Mr. KIMBALL. Senator, in the neighborhood of 2 weeks, or there 
abouts. 

Senator Ferauson. Would it not have been a proper thing, when 
you knew of that figure, to at least figure out what you would do if 
that is all you were going to get? Why let it drift, and partic ular) 
after the Senator from South Dakota asked you to give us the figures? 
Suppose we wanted to go along with the House. You have not 
given us any help at all on what you would do with the money. 

Mr. Kimpauy. Senator, I wonder if I could make this suggestion 
to the committee: I would be very glad to recommend to the new 
agency and new director at this point that we sit down and discuss 
the allocation of whatever figure we get. with the committee, or with 
representatives of the committee; at the time having that figure, and 
having consulted with each of the Assistant Secretaries and othe: 
concerned persons, and come up with our proposed allocation. 


COMPLIANCE WITH COMMITTEE REQUEST 


Chairman Bripeges. The point is that this committee made a 
request of you, and in the memory of the people sitting around this 
table this is the first time that an executive agency has refused to 
comply with the request. The thing we would normally do is to 
just give you enough. ‘There is a very strong feeling on it. You 
do not understand that. That is why this committee has called you 
in today and has had the reporter come in to see what your answer 
would be. When the committee, who has the responsibility of 
making these appropriations, makes a request of you, we expect it 
to be complied with. If it is not, we are going to find out why, and 
there are going to be a lot of changes. 

Mr. Kimpauu.. Mr. Chairman, I am very sorry; I did not realize 
there was an official request of the committee or I would have cer- 
tainly 

Senator Munpr. Mr. Kimball, a request was made of Mr. Wilber 
at the hearing in the Supreme Court chamber. I made it myself. 
I told him we could not operate intelligently from this. We would 
like to have a suggested breakdown of ‘what you would do with pe 
$60 million or what you would do with the $80 million if you get it, 
compared with the figures on this chart. He said “I will get it for 
you.” Didn’t he confer with you at all about it? 

Mr. Kimpa.t. Senator, he spoke to me about it at the time I was 
sitting in the room. I had intended during the time of my testimony 
which came later to have brought up the subject as I have here this 
morning. And to explain that the reason that the $60 million had 
not been broken down definitely was that it would be a really time- 
consuming matter to do authoritatively. 


COMMITTEE NEED TO KNOW METHOD OF ALLOCATION 


Senator KNOwLAND. It seems to me here is the position you put the 
Appropriations Committee in: A certain request was made for a 
breakdown. You have known, of course, for some time what the 
House action was—$60 million. Now, assume for a moment that this 
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committee was prepared to recommend and give you an increase up 
to $70 million or $80 million, as an example, as a maximum figure. 
To support that on the floor of the Senate and before the committee 
itself, we need to know what the allocation of that sum of money 
would be. You can practically disarm the committee and those who 
might be willing to make an adjustment on it because we do not have 
the facts. 

1 just cannot understand your statement that it would take 3 weeks. 
Certainly, on a situation of this kind it, seems to me that you would 
have immediately called the heads of the various subdivisions together, 
and whatever agencies you meant, got them in the room around the 
table as we are sitting here, and said, “‘We have $60 million. At least 
approximately how would that be allocated? Suppose the committee 
would allow us $70 million. What would we do with that? And, if 
we were fortunate enough to get $80 million or the full budget, what 
would we do with that?’ 

On the full budget you have given us the figures already; so, it 
would be in that intermediate zone. It makes a most difficult task 
for this committee—a very difficult way to work this situation out. 

Senator Russe.u. 1 think the Senator did not mention the very 
vital fact that if we had allowed the $80 million, and gone to the House, 
what would we tell the House as the reason for our increasing the 
appropriation? 

NEW YORK OFFICE BROCHURE 


Senator McCarrtnuy. For the benefit of the Senators, I want to ask 
if this is correct: You say you could not make this allocation in less 
than 3 weeks. Is it actually a fact that you have already made the 
allocation under the $60 million; you have already put out a brochure 
in your Voice Office in New York, telling exactly how many people 
will be fired, exactly how much of a cut there will be in the Voice, if 
you will only get $60 million? If you have done that, if you have said 
bow much the Voice will get, you certainly decided how much the 
other branches will get. In view of that, | cannot understand your 
statement that you could not do this for 3 weeks. 

That brochure was out a week ago, in the Voice Office, circulated 
all over the Voice Office in New York. Does the Chair have the 
picture? 

Senator Fercuson. Yes;I do. I am wondering if the joint resolu- 
tion does not now require you to be operating on $60 million. 

Mr. Kimpauu. I would like to explain that, Mr. Chairman, if I 
can. No. 1, Senator, I am not personally familiar with the brochure, 
but I will say this: As soon as—— 

Senator McCarruy. You know that one was put out. 

Mr. Krwsauu. I know you mentioned it the other day. 

Senator McCartuy. Have you checked to see if one had been put 
out? 

Mr. Kimpatu. No, sir; I have not. 

Senator McCarruy. Would that not be a good thing to do? 

Mr. Kiwpaww. It certainly would, but let me explain where this 
came from. As soon as the $60 million figure was announced for the 
House, I did ask each of the immediate heads and the head of the 
field program to plot what would be the result of a 35-percent reduc- 
tion im each of their respective parts and to plot what would be the 
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effect of a 50-percent reduction. The reason for the 50 percent was 
in case of a particular media which we wanted to cut less than 35 and, 
therefore, had to take more than 35 out of another. 

It might be, Senator McCarthy, that on the basis of that plot 
somebody put out—I mean, that projection of a 35-percent and a 
50-percent reduction in radio, both programing and facilities—someone 
got it out. They did prepare for me a statement then of that sort. 


OPERATION UNDER JOINT RESOLUTION 


Senator Ferauson. Mr. Kimball, when the joint resolution re- 
quired you to operate on $60 million, what did you do? 

Mr. Kimpatu. What we did on that, sir, was to continue for the 
month of July those items which were continuing. We, for the 
month of July, took no steps to obligate any funds of the sort that 
would not have to be done in a particular month, pending the decision 
of Congress on the level of the appropriation. In other words, taking 
motion picture contracts, we issued no motion picture contracts dur- 
ing the month of July, or other items of that sort, which were not on 
a regular week-by-week or month-by-month basis. 

Senator Fereuson. What you really did, you did not take any- 
thing out of personnel, but you took it out of contracts? You did not 
let any contracts, is that right? 

Mr. Kimpauu. That is right, sir. 

Senator Munpt. Mr. Chairman, I would like to ask Mr. Kimball 
this question: Where does the figure of $60 million that the House has 
allocated fit into the picture? You have a 1954 revised estimate, 
positions, amount. Then there is a subtotal of $87,900,000, another 
subtotal of $96 million, and a final total of $98,759,000. In which of 
these three spots would the figure of $60 million that the House allo- 
cated appear? You have a grand total of $60 million? 

Mr. KimsBaui. The $60 million i is against the $96, sir. 

Senator Munpr. So that would give you about $52 million in cash 
and $8 million in foreign currency, is that right? 

Mr. Kimpauu. That is right. Then with the liquidation costs 
coming out, we figured that was essentially a $50 million program level. 

Senator KNow.anp. Mr. Chairman? 

Senator Ferauson. The Senator from California, 


MISINTERPRETATION OF CONGRESSIONAL INTENT 


Senator KNowLanp. I must say that I think the agency has 
misinterpreted the congressional intent on that continuing resolution. 

Senator Fereuson. I agree with you. 

Senator KNOWLAND. By merely not issuing new contracts, what 
they have in effect is an arbitrarily applied cut of those items where 
contracts might have been coming in, and kept all of their personnel, 
as I understand it, whereas I think the clear congressional intent was 
that the agency should operate based on the lower of the two figures, 
on what in effect would probably be the House figure, because if they 
continue all of their personnel, and if the Congress finally, we will say, 
allowed just $70 million, for example, then it means that even though 
in the judgment of the Congress there should be more on, we will svy 
moving pictures or more on a certain type of a thing, out of that fund 
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we cannot do what we would have intended to do, because a greater 
cut has been applied there. 

Senator Russe... That will do away with all of the items for the 
acquisition of radio equipment that he mentioned, abandoned them 
and kept the personnel. 

Senator FerGuson. Did it not require you to reduce to 7,500 
employees and not more than two-thirds of the number that you 
then had in any unit? 

Mr. Kimpaui. Not in the continuing resolution, sir. That was 
passed before the House action. 

Senator Fercuson. But did it not say in the resolution that vou 
would be bound by the lower of the two Houses when they were 
passed? 

Mr. Krupa. The point was in our case the bill had not passed 
either House at that time, sir. 


INTENT OF RESOLUTION 


Senator Fereuson. No, but that did not make any difference. 
The resolution was intended to apply to anything that was done, 
because you haven’t really any money, then, if you do not go on the 
resolution. 

Mr. Kimpauu. What they appropriated to us was a flat $5,700,000. 
In other words, it was a special provision just saying $5,700,000 for 
the month of July, because our bill had not at that point even been 
marked up by the House. 

Senator Munot. Mr. Chairman, I would like to ask Mr. Kimball 
this question. It was brought to my attention by a representative 
of the State Department, and Budget Bureau, that the House lan- 
guage limiting you to 7,500 people, and further limiting the amount 
of people that could be used in each division, is in their opinion rather 
unworkable. 


COMMITTEE DETERMINATION REGARDING PERSONNEL PROBLEM 


This committee is quite determined that something be done about 
the personnel problem. It was suggested that there may be a dollar 
limitation on people instead of a numerical limitation on people, which 
would enable you to achieve what we have in mind without being 
quite as big a straitjacket. 

I want to ask you if you have any language to suggest whereby we 
can bring about the desire of this committee to clean up the personnel 
situation for once and for all and to do it completely, which we could 
use in lieu of the House language which shoots at that same target. 
There isn’t any use just giving you money to keep the same OWI 
staff working that we have been doing. Then we are always messed 
up. If you cannot do it by cutting down what Taber wanted to do 
with 7,500, how can you do it? 

Mr. Kimpat. Senator, Tracy Voorhees and a group of people 
that studied that problem over the last 2 or 3 months, particularly 
trying to find a way to permit more effective screening of people on 
the job, and this problem that you mentioned in the Senate the other 
day, of the veterans preference and the civil service often 
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Senator Magnuson. How many people of the 11,000 are civil 
service, approximately? 


FOREIGN SERVICE PERSONNEL 


Mr. Kimpauu. Well, of the foreign service there are 4,887. 

Senator Dirksen. Do they have civil service rating? 

Mr. Kimpauu. They are in foreign service, either foreign service 
staff or some other. 

Senator Dirksen. | mearm distinguishing between foreign service 
personnel and indigenous personne! that you hire, and American 
personnel. 

Mr. Kimpati. The American personnel are in the neighborhood 
of 887, the foreign people are in the neighborhood of 4,000, of the 
overseas portion. The balance of the difference between 11,070 is 
domestic with one exception, that there 

Senator Magnuson. I do not want to know the exception. I want 
to know how many approximately are under civil service and how 
many are not. Just generally, that is all. Are half of them civil 
service? 

Mr. Kimpauu. About half of them are civil service. 

Senator MaGnuson. And the rest are not? 

Mr. Kimpauu. The rest are not. 

Senator Maanuson. All right. 

Senator Dirksen. What about foreign personnel? They have no 
civil service. 

Mr. Kimpauu. No, sir. 

Senator Dirksen. How did you contrive that $10 million liqui- 
dation? 

Mr. Kimpauu. That was taken, sir, by taking the number of people 
that would have to be reduced, considering them as being given 
their termination notices as of August 1, plotting the average amount 
of leave, which each would have, plus the 30-day notice time which 
has to be given, plus the transportation time, and these are all 
standard factors which the budget office has, and then on the ground 
of things other than personnel. 

In figuring that $10 million figure, there are certain contracts and 
so forth with 90-day termination notices. Those are all taken into 
account in arriving at the 10 million figure. It was an optimistic 
figure based on August 1, which is also the effective date of the 
new agency. It was optimistic as has been pointed out here. 

Senator Magnuson. That is $3,333 per person. Do you mean 
when we hire somebody for a short period of time it is going to cost us 
pretty near $3,500 to get rid of them? 


OVERSEAS PERSONNEL 


Mr. Kimpauv. In the case of overseas personnel, Senator, you have 
to pay their transportation and their families. 

Senator Maanuson. I understand all of that, but this is not all 
overseas personnel. 

Mr. Kimpauu. No, sir; it is not all overseas personnel. 

Senator Magnuson. If you got the $60 million cut, down to $60 
million, it is only about maybe 20 percent, which would be your 
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overseas personnel. Eighty percent of a personnel cut you are 
going to have to make is right here or in New York, and it is costing 
us pretty nearly $3,500 per person to get rid of them, and some have 
only been in the Government 2, 3, 4 years, 5 years at the most, in this 
Department. 

Mr. Kimpauu. Senator, this is not the total of personnel. In other 
words, this is the liquidation cost of bringing the program down not 
only in personnel, but the estimated cost of handling contracts that 
would have to be canceled, and not personnel contracts. 

Senator Maanuson. Such as what kind of contracts? 

Mr. Kimpay. Such as rent. 

For instance, the amount of reduction we have here, we estimate we 
would cut down some of the rent of the rental space in New York. 

Senator Magnuson. Does that cost you money, to cut down your 
rental space? 

Mr. Kimpati, What I mean by costing money, you have to charge 
against that the lead time before it goes off. ‘In other words, it is 
space that we have to pay for. 

Senator McCue.ian. Could I ask a question? 

Senator Ferauson. The Senator from Arkansas. 

Senator McCLe.ian. Do you mean you have made contracts which 
obligated the Government or your agency beyond the time for which 
you had appropriations? Where is the authority for that? 

Senator Magnuson. If you do not pay it, who are they going to sue? 

Senator Ferauson. You have no contract authority. 


LEASES WITHOUT CONTRACT AUTHORITY 


Senator McCLetian. The question that I am trying to determine, 
Mr. Chairman, is if they have made leases for 5 years or 3 years, 
without contract authority or without an appropriation to pay for it. 
That is what I am trying to determine. 

Mr. Kimpa tt. As | understand, Senator, and I would have to check 
this to get specific details, we do have space in New York, and having 
space in New York I assume there is authority for it. For instance, 
in some places we have contracts to be on a local network overseas. 

Senator McC.e.uan. I asked you that. Have you contracted be- 
yond the time you had money to pay for it? That is what I am 
trying to find out. 

Senator Magnuson. You do not make a lease in New York for a 
period of time over and above your appropriation. Suppose you did 
not get any this year. 

Mr. Kimpau. Well, unless we have authority, you are right, but 
I am sure there is authority. 

Senator Munpr. May I have an answer to my question? 

Senator Ferauson. The Senator from South Dakota. 

Senator Magnuson. Let me ask this: I will get back to my point. 
I still cannot understand $10 million if you should get only $60 
million, where it will cost you $10 million to liquidate. You put in 
items such as rent and leases and contracts, but it still amounts to 
pretty near $3,500 per person. I think there has to be some justifi- 
cation of that. We might as well give you the $10 million and let 
you keep going. It might be cheaper. 
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FURTHER DISCUSSIONS OF OVERSEAS PERSONNEL 


Mr. Kimpauu. Let me point out, sir, on the overseas personnel, 
in addition 

Senator Macnuson. I know what the cost is of the overseas per- 
sonnel. But that is only about 20 percent of them. 

Mr. Kimpatu. But even those are very expensive, when you have 
the travel, the household goods of the family, maybe 2, 3 or 4 people 
per family. 

Senator MaGnuson. Take that 20 percent. Then you still have 
80 percent where you do not have that cost. 

Senator Munpr. Mr. Chairman, I have a question that has never 
been answered and I decline to yield any more until I get an answer. 

Senator FerGuson. Let the Senator from South Dakota ask his 
question. 

ELIMINATION OF INCOMPETENT PERSONNEL 


Senator Munprt. The question was, if you do not like the language 
that the House wrote in, spelling it out that there should be only 
7,500 people and there should be so many in each division, what 
other suggestion have you to make that this committee can see to it 
that the incompetent personnel which have been carrying on from 
OWT days are eliminated. You suggested, I think, a dollar limitation 
instead of a numerical limitation. But unless you can give us some 
guidance, we are apt to do the same thing that the House did and get 
you into the same difficulties. 

Mr. Kimpauu. On that I started to answer that this question has 
been studied to see if there is some language which would do exactly 
what you are saying, give the director of the new agency authority to 
select his people. The advice was that the type of provision which 
goes along the lines of the one the Secretary of State had earlier, and 
which was actually used, as I understand it, only for security type of 
cases, although it was valid for other types of cases—— 

Senator Munpr. You are talking about the McCarran rider which 
is no longer in existence. 

Mr. Kimpauu. Yes, sir. 


EFFECT OF REORGANIZATION ACT 


Senator Munpr. Let me ask you this question: One of the great 
selling points that was used by Dr. Johnson and others advocating this 
reorganization plan, which first of all split the State Department in 
two parts and then split the information program into two cther 
parts, so that we now have in my opinion a system which is unhappily 
much less efficient than the former one, but at least the reorganization 
act is going through—one of the great selling points was that that 
portion of IIA transferred out of the State Department would be a 
new agency, and in that new agency nobody had any claim for a job, 
that everybody could be considered dismissed, in fact, that the jobs 
were vacant, that they creaetd new jobs and consequently nobody had 
a civil claim to a job or a Foreign Service claim to a job, that the thing 
was open to the best available ‘talent. That was the selling talk. 

Now you have the bill of goods sold. What happens to the selling 
talk? Are you standing by the selling talk? Because if Dr. Johnson 
leaves, does he take the selling talk with him? 
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Mr. Krmsatu. I am assured, Senator, that was his hope. When the 
Reorganization Plan No. 8 was finally drafted and submitted to Con- 
gress, it did not contain that kind of provision based on the deter- 
minations by the executive branch that that just could not be done. 
In other words, the transfer of those people who were in the [AA 
positions, either overseas or here would be automatic. 

Senator Fercuson. You say now they have all been automatically 
put over into the new agency? 

Mr. Kimpauu. Those, sir, who are on the IAA rolls now either 
overseas or in the United States, except Foreign Service officers who 
are a special category, will automatically be trarsferred to the new 
agency and the new agency will have to carry out whatever reductions 
in force there are. 

Senator Fereuson. Then the only thing we can do here is to use 
language in this appropriation bill that you cannot get any money; 
is that right? 

Mr. Kimpatu. Mr. Chairman, the point is that that language 
would not help the problem that Senator Mundt is talking about. In 
other words, if we were held to this figure that the House set at 7,500 
which in liquidation would actually amount to a level of 6,500 so as 
to average 7,500 for a year, we would still, as was pointed out by 
Senator McCarthy and Senator Mundt on Friday, not be able to 
get rid of those you would most want to get rid of. 

Senator Munpr. Can you suggest such language? 

Mr. Kimpatu. Well 


EFFECT OF REORGANIZATION PLAN ON PERSONNEL 


Senator McCartuy. May I ask this question: Senator Mundt, 
with a question, raised a point here, and I would like to get it straight 
on the record. Dr. Johnson told us that if we would approve this 
reorganization plan that he would not be tied down with any of the 
old personnel. That is correct, is it not? 

Senator Munpr. That is correct. 

Senator McCarrtuy. You say now that is not true, that you changed 
your mind, but never came back and told the Senate that you were 
changing the plan? 

Do you get my question, Mr. Chairman? 

Mr. Kimpatu. I got your question, Senator. The point is that 
was Dr. Johnson’s hope when the reorganization —— 

Senator McCartuy. He did not say it was his hope. He said 
that that would be the reorganization plan. He said under this 
reorganization plan in effect and I cannot quote him verbatim, then 
he said, “We are getting rid of all the old personnel. I can start 
building from the bottom.” 

On the base of that, I went along and did not oppose the plan at 
all. No one, either Dr. Johnson, you or anyone else, came back 
and said, “That was a mistake, that was merely a hope, now we are 
going to blanket in all of our personnel into this new organization.” 

Do you not consider that about as dishonest a thing as the organ- 
ization could do, not to inform us? 

Mr. Kimpa.u. Senator, I don’t consider it dishonest. Personally, 
I am only speaking for myself, I did not know that Dr. Johnson had 
made that previous statement you talked about. The reason I said 
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a hope is, I know it was Dr. Johnson’s great desire that it be done 
that way. It was not an ITA decision not to do it that way. It was 
a decision of the executive branch that it just could not be done 
legally, 

Senator Fercuson. Mr. Kimball, does the record not show in the 
hearings that that was exactly what was going to be done? 

Mr. Kimpa.t. In the hearings in the Senate operation committee? 

Senator Fercuson. Yes. Does it not show it in the hearings in the 
Appropriations Committee? 

Mr. Krmpauu. I don’t believe in the Appropriations Committee, sir. 

Senator Ferauson. That is where I got it. I only sat in the appro- 
priations hearings and that is where I got the idea, that you were going 
to be able to start over. 

Senator Munpr. Mr. Kimball, are you testifying now that the 
executive agencies, in studying the legality of this thing, have decided 
that you cannot create a new branch of Government anywhere, with- 
out recruiting into it the employees who have been holding other jobs 
in Government? 

Mr. Kimpauy. No, sir, What I am saying is that the decision 
apparently was that under a reorganization plan civil service and 
veterans’ preference laws cannot be amended. Certainly the Congress 
can legislate anything it wishes, and the point you made, yes, you can 
put in a provision, I would like if I could, when I finish here, to 
quickly see our lawyers and get one of the provisions that they wanted 
to get into the reorganization plan. 

Senator Munpr. Do you know what we had in mind? 

Mr. Kimpauu. Yes. 

Senator Munpr. Can you bring back such language as we want 
here? We want to get it down. ‘That is the only justification I can 
ever see for the reorganization plan which I still see as a mistake. But 
I was willing to withdraw my objection and go along with it on the 
basis of Dr, Johnson’s testimony. That was the only way of getting 
rid of all the carryovers. 


HICOG: PERSONNEL EXAMPLE 


Mr. Kimpaut. I think what we should do possibly is what we did 
in the case of HICOG. There we did open up a new agency. We 
did not automatically transfer. We selected new people and some 
of those people to go into HICOG as a new agency. We were told 
that could not be done under a reorganization plan. 

Senator McCarrny. May I say, so we will have this record.com- 
plete, I would have opposed the reorganization plan; I would have 
personnally put in a resolution opposing it, except I had the weave 
testimony of the head of ITA that this plan would allow them to get 
rid of all the debris, and that a new man would be able to start and 
work from the bottom. To come down and testify to that, and then 
to change it, make a different decision, and not to tell us, I think is 
about the most dishonest thing I have ever seen done before a com- 
mittee. I am not saying you are responsible for it. 1 don’t know 
whose decision it was to deceive Congress on that. I don’t know 
if you had anything to do with it or not. I am not criticizing you 
personally. But the overall picture was that someone lied to the 
Congress, got us to approve a plan on a false assumption, which | 
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think is just about as bad as I have seen as long as I have been in the 
Senate, 

Mr. Kimpatu. Mr. Chairman, may I say that I am very glad this 
came out here. I did not know about the testimony or that the 
Senate or this committee was under a false impression as to the facets. 
[ am very glad it has come out, because this is the first that I realized 
the thought vou had in mind. 

Senator Munpr. That certainly highlights the necessity of our 
putting some language in the appropriation bill to accomplish here 
what we thought we had accomplished under the reorganization plan. 

You say you will bring us that language. 

Mr. Kimpatu. Yes. 

Senator ELLENDER. Were hearings held on this? 

Senator Munpr. Yes. 

Senator ELLENpDER. | wonder if we cannot get excerpts from that 
to put into this record. 

Senator Munpr. I think there is no question about it. 

Senator ELLENDER. Mr. Chairman, may I ask a question here 
about one of these items. 


RADIOBROADCASTING-SERVICE EQUIPMENT 


You stated a moment ago, Mr. Kimball, that in your radiobroad- 
casting service, under revised estimate, there is provided $20,803,400, 
and that, out of that amount, $13 million plus is to be used to buy 
equipment? 7 

Mr. Kimpa.u. No, sir. Let me explain that, again. The figure, 
I believe, is $12,988,000 of the $20,800,000, just to operate, not to 
buy equipment. It is equipment that has been installed. It is to 
operate and maintain those facilities in the Philippines, Okinawa, 
and so forth. 

Senator ELLeENpDER. Already purchased? 

Mr. Kimpauu. Already purchased. 

Senator ELtenper. Already installed? 

Mr. Kimpauu. Yes. 

Senator ELLENDER. What is the difference for? 

Mr. Kimpauu. The difference is for putting on the program, making 
the programs and putting them on the air, both here and overseas. 

Senator ELLenpER. In your original estimate, you had $28 million. 
What was that extra $8 million to be used for? Do you know? 

Mr. KimBauu. They were planning at that time, Senator, to expand 
the number of programs. 

Senator ELLENDER. The number of programs? 

Mr. Kimpauu. The number of programs, the number of languages 
they were broadcasting in, and the number of language desks. In- 
stead, in connection with the Eisenhower economy move in the last 
6 months, we cut out practically all of the languages to the free areas, 
except areas like the Arab world, the very dangerous situations, south- 
east Asia, and so forth. 

Senator ELLenperR. Suppose the amount of $20 million-plus were 
cut, would it mean that some of the stations would actually have to 
be shut down? 

Mr. Kimpauu. Senator, if the cut of $20 million-plus—that is 
approximately the House language—were taken, and it were taken 
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proportionately against radio, and that was the problem I discussed 
at the beginning, then it would mean we would probably have to 
mothball some of the stations; yes, sir. 

Senator ELLENDER. What is the minimum in this $2 0,803,000 which 
you have to have to keep all of your facilities going? 

Mr. Kimpaut. The facilities part of the $12,988,000. 

Senator ELLenpeR. And that is absolutely necessary? 

Mr. Kimsatu. That is necessary to keep the present facilities going. 

Senator E._tenper. That is to pay the engineers and furnish 
materials and so forth. 

Mr. Kimpatw. Yes; oil to keep the generators going and so forth. 

Senator ELLENDER. Just to operate? 

Mr. KimBa.u. Yes, sir. 

Senator ELLenpER. What is the minimum that you should have in 
order to provide material to feed to these stations? 

Mr. Kimpauu. Well, may I put it this way: We feel that the 
$20,803,000—that is, the difference between that and $12,988,000—is 
the minimum that we should have to keep that amount of facilities 
going. In other words, if we make a further cut in programing, we 
should then cut out some of the facilities. In other words, it would 
not justify this Congress and this Government to carry on the facilities 
at a $13 million operating cost. 

Senator McCarruy. Would you yield for a question? 

Senator ELLENpDER. All right. 

Senator McCarrnuy. I think you have a lot of fat to cut out. 


BROADCASTING TRUCK ON PUBLIC VIEW 


This is something that will interest you, Senator. I was in New 
York about 3 or 4 months ago, and I saw the truck they have out in 
public view. 

Do you know the one I am talking about? 

Mr. Kimsa.t. Yes, sir. 

Senator McCarrtuy. I went over and talked to one of the young 
men who is in charge of that truck, a guard or whatever he was. | 
understand you have a 24-hour watch with it, and asked him if you 
were broadcasting from it, and he said “No.” I asked him what you 
were doing with the truck. He said, “Nothing.” I asked him what 
it was being kept for, and he said ‘They thought it was good advertis- 
ing for the Voice of America to have that truck out in view.” Is that 
correct? 

Mr. Kimpatu. I can’t answer your question directly, Senator, 
about that truck. 

Senator McCarruy. No. 1, it is not being used; No. 2, you have a 
24-hour guard with it, two men; and No. 3, it is out in public view in 
New York and not doing broadcasting; or is that correct? 

Mr. Crossy. Senator, I am not doubting what you said, but I am 
under the impression that that truck is maintained under those con- 
ditions. We will check and find out. 

Senator McCarrny. You say you will check and find out. We had 
testimony on that about 4 months ago. Why would the check not be 
made before now? Again, I am not criticizing specifically you two 
men. I don’t know what your job is. But I say if there is that much 
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fat in there, how much it costs, $40,000, $50,000, $60,000 a year, it 
seems you should cut that out before now. 

Mr. Crossy. The Voice officials have told us, Senator McCarthy, 
that they are using that truck more frequently now. And the testi- 
mony which was given to your committee indicated that it had not 
been properly built, and they had to go back to the contractor and 
get it rebuilt, sir. You are ¢ absolutely right on that. 

Senator McCartuy. They would not be using that to broadcast 
on the city streets of New York? 

Mr. Crospy. No, sir, they will not. That truck is designed, 
according to my information, to be used in case of an emergency, to 
go out to cover a school performance, to pick up a live recording 
of an outstanding event, sir, and get it back to New York, but not 
for advertising purposes, not 1 cent, sir. 

Mr. Krmpati. That was my understanding, that it was used to 
make tape recordings, such, Senator, as that religious broadcast of 
the Hungarian services, in New Jersey, something like that. 


NEWSMAN ON PAYROLL 


Senator McCarruy. Could you tell me this: We asked for this 
information some time ago. How many newsmen in the United 
States do you have on your payroll? Do you know? In other 
words, how many Washington columnists or newsmen? We have 
asked for this a long time ago. It has not been furnished. 

Mr. Crosspy. According to my information, Senator, we have no 
American newspapermen on our payrolls except when some of the 
people in New York want a special script and that is given gratis. 
I will check it again, Senator. 

Senator McCarruy. Just one other question, if I may, Mr. 
Chairman. 

I asked you for a copy of your broadcasts out of Berlin to Russia 
immediately after Stalin died, and during the uprising. It has not 
been forthcoming, and I just wonder if that is being held up until 
after we get through with the appropriation or not. The reason | 
ask that is the information we have that you broadcast from Berlin— 
and I think, John, this will interest you—that you broadcast from 
Berlin. Whether it is over the Voice of America or HICOG or what, 
Ido not know. But there is the positive information that you broad- 
cast from Berlin to the people in East Germany, not to rise, that it 
was a hopeless rebellion, that they would end up being killed. 

You have been asked to produce those and I wondered why they 
have not been produced. 

Mr. Kimpa.t. I will check that as to why you have not gotten it. 

Senator Frercuson. I do not see how we can conduct a new hearing. 
We closed the hearings, and we are perfectly willing to have them 
come in and make an explanation of this one item. But it is going 
to be difficult to conduct a whole new hearing. 

Senator McCarrny. I think the Chair is right, completely right. 

Senator Russe.u. I think the Chair is right. I understood these 
witnesses were called here to find out if they had a breakdown of 
these two sums, and if not why not. 

Senator Fercuson. We will now excuse the witnesses. 

The Senator from Idaho had a question. 
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Senator Dworsnak. I am in the cyclone cellar at this end. 

Mr. Kimball, will you turn to page 4 and refer to line 15. Did 
you ask to have the words “and dependents” inserted there? 

Mr. KimBauu. Yes, sir. 


TRANSPORTATION OF FAMILIES OF FOREIGN-LANGUAGE BROADCASTERS 


Senator DworsHak. What is the purpose of that? 

Mr. Kimpauyi. The purpose of that is that this has to do with 
some local nationals that we need to broadcast in particular languages 
We, for instance, have to go to Malaya, sometimes, and get a Malayan. 
The only way we can get the people is to bring their families with 
them. We have, as I understand, some 12 such people here with 
their families under contract with us. If that language is not put 
im, they would have to pay the transportation of their families them- 
selves. 

Senator Dworsuak. Do you bring any from Europe under that 
deal? 

Mr. Kimpauu. As far as I know, I cannot say specifically. The 
cases | have heard about have been southeast Asia and places of 
that type. 

Senator Dworsuak. Can you not make them make broadcasts 
near their home instead of in Washington? 


BEIRUT PACKAGING CENTER 


Mr. KimBauu. We are moving to that. We have in here an item 
of $86,000 for a Beirut packaging center. 

Senator DworsHak. Have you not done that heretofore? 

Mr. Kimpauu. We have started in Munich, we have 6 languages 
going there, lron Curtain languages, and we have proposed to expand 
that to 14 langus ages. 

Senator Dworsuak. Do you not have offices all over the whole 
area, the whole country, the whole world? 

Mr. Krmpatu. We have offices, sir, but we do not have facilities 
for broadcasting at each place. We are definitely moving in that 
direction, 

Senator DworsHak. You have to bring them in from all these far 
distant points to make recordings? 

Mr. Kimpautu. We have brought some in, sir. That would be 
about 12, I understand, now. 

Senator Dworsnak, All I can say is that there is a general lack of 
logic in anything that the Voice of America does. 

Senator Magnuson. I want to ask one question. See if this is 
correct; the House bill is $60 million, or $54,515,900 below the original 
budget—— 

Mr. Kiupatt. That is right, sir, 

Senator Maanuson. Or $27,800,000 below the revised budget. 

Mr. Kimpaut. Plus another $8 million 

Senator Macnuson. Yes. What we want to find out and what 
I want to find out is if the $60 million was kept, then would you keep 
one going or make a switch, or cut one more or cul one less? 

Mr. Kimpauu. That is exactly the main point that I was brought 
in for, Senator. 
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Senator Maanuson. Yes. I know you have to talk generally. 
This has to be a flexible program. But from your personal experience, 
supposing that this $60 million was maintained. Would you cut 
generally in a ratio across the board, or would you cut more out of 
the radio and put more into the present service, or how would you 
do it? I know you are speaking of your own personal experience. 


MOTION-PICTURE REDUCTION 


Mr. Kimpatyt. We would not at this point cut across the board. 
We think we have skimmed all the cream. If you took a cut of 
approximately one-half in the motion pictures, you do not have enough 
left to operate motion pictures. 

Senator Ferauson. Do you mean to say if you cut the motion 
pictures in half, you would close down motion pictures? 

Mr. Krapatt. I am not saying we would. 

Senator Fercuson. Would you? 

Mr. Kimpauu. Motion pictures at $6 million contains only $1,600,- 
000 of new pictures. All the rest is for the maintenance of the mobile 
units overseas, for the fixing of prints of various films, the sound 
tracks on acquired films and otherwise. 

Senator Fercuson. Cannot you close some of those down? Do 
you have to take it all out of new pictures? Do we understand that 
you have equipment, that you have to have this money? 

Mr. Kimpatt. The point is, Senator, in the case of motion pictures, 
as has been explained by a number of our public affairs officers in 
different countries, that if we cannot keep sending new film to them, 
they have about exhausted the audiences for the old film, if we cannot, 
then it reaches the point where it does not pay. 

Senator Maanuson. It is $1,600,000 for new pictures. If we cut 
you in half and you have only 4 milliun left, do you mean the whole 
program is going to cut down? 

Mr. Kimpauu. No, sir. I am not saying we would do this. I was 
taking advantage of the way you put the question. I am saying we 
would have to study each part to see where would be the greatest 
impact. 

Senator Maanuson. I want your opinion. Here is all I am trying 
to find out. I have to determine here in a few minutes whether 
[ am going to give you $80 million, so far as I am personally con- 
cerned, or $60 million. Either one involves cuts over your original 
budget. We know what your original budget was, how you are 
going to distribute this amount, according to the various programs. 
If you got $60 million, or $70 million or $80 million, I would like to 
know generally your own personal opinion, taking a cut, would you 
cut it in ratio across the board or would you take most of it out of the 
Voice of America, or close up the motion pictures, or just generally 
what do you think would happen? That is all I am after. 

Mr. Kimpauu. Generally what I think would happen, sir, is this: 
No. 1, we certainly would proportionately take it out of an administra- 
tive and management service, and that includes the administrative 
Wi a item which is our worldwide support. 

Senator McCartruy. May I interrupt for the benefit of the other 
Senators? I think if you cut the motion picture thing out entirely 
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you would be doing a great service to this country. Let me give you 
the type of the motion picture. 

Senator Fereuson. We can stay up later when the committee is in 
executive session. 


MOTION PICTURE “‘GLASS WALL’’ 


Senator McCartruy. I want to have this verified, if this is the 
correct picture. I will take 30 seconds on it. I would lixe to have it 
verified if | may. There is a picture called the Glass Wall, which the 
Voice did not put out. It was .pproved by the Voice to the extent 
they are using your facilities overseas to show it, I understand. It 
was approved by the United Nations. It is the most anti-American 
picture I have ever seen. It shows all the worst phases of American 
life. The hero in the picture is a person stealing from little Negro 
boys dancing on the streets. It shows the back streets of New York. 
It shows this foreigner in this country being persecuted by rough-faced, 
tough cops, and he finally staggers in at 6 o’clock in the morning 
through the rubble of New York to the great glass wall of the United 
Nations. If you look at it you cannot help but think it is deliberately 
done to discredit America. It cannot do anything else but that. 

You are using your facilities to put that type of picture out. Then 
you have the other type of picture, one we showed here a short time 
ago, a picture showing American college life, showing all of the college 
students to be jitterbugs, lightheaded goons. You are putting that 
out through your facilities overseas. Who is responsible for that 
I don’t know. 

We have seen the scripts that you paid for in the Voice. I may say 
that you could cut out the motion picture section and do a great 
service to America. I do think that if you strat mothballing the 
courier, and cutting the major portion of it out of the radio program, 
as I understand some of those in your department want to do, I 
think it would be a great mistake. That is why I think we should 
earmark for each particular item. 

Is that correct about the Glass Wall? Are you using your facilities 
for that? 

NEW PERSONNEL 


Mr. Kimpauu. Senator, I don’t like to plead ignorance. I happen 
to have been in this job for a very short time. I don’t know about 
that. I certainly want to say this, however, if I can, and then go 
back to Senator Magnuson’s question. I would like to say we are 
making a lot of changes at the top. We are swearing in today in 
New York a new head of the motion-picture service who comes in at 
the recommendation of a group of the top people, a former head of a 
large motion-picture concern, 

Senator McCarruy. What is his name? 

Mr. Kimpa.u. His name is Cowden. We are also swearing in a new 
head today of the Voice of America, Mr, Erickson, who is vice president 
of a large advertising corporation. We are trying to get some top 
talent in to look over these points that Members of Congress have 
been concerned about. I only became Deputy Administrator on 
Thursday. 

Senator Munprt. Who is appointing these people? 
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Mr. Kimpatu, Well, they were selected by Dr. Johnson, but they 
have been through the processing. 

Senator Mxnpr. I cannot understand any administrative procedure 
which staffs the whole place and then picks the top man, who appar- 
ently has not been chosen. 

Mr. Kimpatu. I don’t know, either, sir. In these cases, Senator, 
I would assume their being so outstanding both of them, and I am 
sure there was consultation with the Secretary of State and others 
like that, they would be sure of making that kind of move. 

Senator Fercuson. The Senator from Washington had one more 
question. We are never going to get through here. 

Mr. Kimpauu. I would like to answer his question, because it will 
give an idea of what we would have to do. Understand [ could not 
make this final but I can give you an idea of how we have to ap- 
proach it. 

No. 1, take the big item of administrative and management services 
which supplics our worldwide administrative support. That item 
runs—— 

Senator ELLENDER. What would happen if you cut that 4 million? 

Mr. Kimpauu. On that one we would certainly take a proportionate 
cut to the size of the budget. That one should certainly reflect in the 
budget. In the case of radio—— 


PRESS SERVICE 


Senator Magnuson. Let’s do this so we will understand it. It will 
just take a minute. The next is your press service. 

Senator Ferauson. That is under media support. 

Senator ELLENDER. What is that information thing? I had that 
cut 2 million. What would happen if you cut it 2 million? 

Mr. Kimpauu. That, sir, would be a cut that would come out of our 
field programs overseas. That has been an MSA local currency pro- 
gram. It is just being merged into our overseas missions. So that 
would mean a reduction of 2 million in the total of the field program. 

Senator ELLENDER. That would mvolve many projects that you 
have, and some you could cut out entirely? 

Mr. Kimspauu. Senator, actually if you cut that, what we might 
well do as we would always do when we can, is to use that money to 
the extent we can to the best advantage. Now coming down-——— 

Senator Macnuson. That involves no personnel, what Senator 
Ellender is talking about. The next is press service. 


OFFICER FIELD PROGRAM 


Senator Munopr. No, it is officer field program. 

Mr. Kimpauu. I think we have not. touched the very top item, 
Senator, which is United States Information Service offices. We have 
cut 8 countries and 13 posts out in arriving at this budget of 87.9. I 
believe we might have to, under a level of 60 million, cut at least 30 
more countries out. 

Senator Macnuson. How many have you cut out? 

Mr. Krupatt. Eight countries in the $87.9 million figure. 

Senator Munpr. Do you not give any consideration to cutting out 
the number of programs you have instead of cutting out a country? 
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Mr. Krwpauu. That all comes into account, sir. I said it does 
take quite a bit of planning. As we work and see we are cutting 
press out and this and that and the other, final'y you have no real 
point in keeping that country program open. 

Senator ELLENDER. In many of the countries you are carrying on 
as many as 10 different programs. If this money were reduced, you 
might cut the program, as Senator Mundt has just said, and then 
evaluate those that are best and stick to those and cut the others out 


FURTHER DISCUSSION OF PRESS SERVICE 


Senator MaGnuson. Now let us get to the press service. 

Mr. Kimpa.u. | do want to point out in connection with countries 
that 69 percent of our countries have 3 or less /imericans in them; 
69 percent, that is. They are mostly a lot of small posts. They are 
mostly small operations. 

Senator Ferguson. I do not want to keep it going, but that. would 
indicate that what you are doing is keeping a large staff here in 
America or somewhwere else, and operating with a very, very small 
staff in that country which can do practically nothing. 

Mr. Krmpauu. We are moving constantly, and we have, as a matter 
of basic policy, been shifting the emphasis from the United States to 
the field, Senator. 

Senator Magnuson. We have never learned the technique of using 
fronts which they use. You come in here and show us a sheet showing 
that they have a number of people, 166% to 1. Well, now, what you 
are really telling us is that they are using fronts. 

Mr. Kimpatu. That is right. 

Senator Magnuson. And you put three people in a country and 
expect to have fronts there. But aren’t these people sympathetic 
with what we are doing in these countries, aren’t they against com- 
munism also? 

Mr. Kimpauu.. In many places; yes, sir. 

Senator Magnuson. Cannot we get some aid from the various 
nations on the propaganda that we think ought to be had agains? 
communism? 

Mr. Kimpauu. We had, if I can say off the record —— 

Senator Magnuson. Say it on the record. 

Mr. Kimpauu. Well, on the record. You take in Italy—— 

Senator Munpr. I think this should be off the record. 

Senator Fereuson. All right. 

(Off the record.) 

Senator Fereuson. We can get an answer to what you would do 
with the money. 

Senator Magnuson. What would you do with press service? I 
appreciate this is only your general observation. 


REDUCTION OF PAMPHLET PROGRAM 


Mr. Kimpa.u. That is right, without any checks with anyone. In 
the case of press service, we would undoubtedly cut the wireless file 
except to those places where there is just no other type of service 
providing radio or telegraph communication, on the day-to-day 
news, even though we feel it serves a very useful purpose. We would 
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have to cut greatly the pamphlet program which we feel has been 
quite effective in certain places, such as in the Huk situation in the 
Philippines. The pamphlets and movies together have really created 
a change in the Huk situation. 

Senator ELLeENDER. Suppose this item were cut $2 million. What 
would happen? 

Mr. Kimraut. I think if you cut $2 million, the bulk of it would 
come out of pamphlets and a reduction of the wireless file. 

Senator Maanuson. It is like what we call AP or wireless service. 

Senator Munpr. Do you operate a wireless service in countries like 
England and France? 

Mr. Kimpatt. Yes, sir. 

Senator Munpt. Why do you not cut that out, if you have to cut? 

Mr. Krmpa.t. It is not prepared just for that. 

Senator Munpr. It goes to the Embassy, and they give it to Amer- 
ican tourists. But they can read the English papers in England, and 
1 do not think you need that there. 

Senator Ev.tenper. That is particularly so when a lot of the 
information they send is already im the local papers. 

Mr. Kimpauy. We send at a very low rate, a half cent a word. 
Recently where they just sent the headlines of the President’s speech, 
but we sent the whole speech. When the President made his speech 
on the 16th of April, we had the full text and we had it ready to go 
into the papers about the time he was talking. 

Senator Munpr. That is right, But if the AP did not do it, they 
would have to do it, because they are paid to provide that kind of 
service. In a little country like Greece, the little countries that are 
small, they cannot afford to take the AP, and you need a wireless. 
So, some selectivity, it seems to me, would be better. 

Mr. Krmpatu. That is what we would have to do. 


EFFECT OF REDUCTION IN MOTION-PICTURE SERVICE 


Senator Ettenper. Take motion-picture service. If that item 
were cut $2 million, what would happen? 

Mr. Krupa tu. If that item were cut $2 million, it would mean we 
would have to, in effect, to take it out of some countries it is now in. 

Senator Maenuson. Are we all through with press? I want to go 
to motion pictures. 

Senator Munpr. That is right.. On motion pictures are you or are 
you not—we had some very informative and illuminating testimony 
from Mr. Cassell before our committee. I think Senator Ferguson 
and I were there, and I got there and read it after he left. I did not 
get to ask him questions, but I read it with great interest. He stated 
he was a member of the field force and you were making motion 
pictures in foreign studios of foreign life. Why in the world are we 
making pictures of European life to distribute to Europeans? 

Senator Fercuson. Off the record. 

(Off the record.) 

Mr. Krupatu. On the record. We do make pictures, and make 
some pictures overseas—that is, produce them locally, to get the local 
flavor, such as pictures produced in Arabic couniries—so that the 
people will be more responsive than one produced in the United States 
that tried to depict Arabic conditions. 
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ARABIAN PICTURES 


Senator Munopr. Tell us why you should make a picture in Arabic 
countries to depict Arabic conditions to Arabs? I would think you 
would want to take to Arab countires something to indicate how they 
might improve their own hygiene or agricultural conditions. But 
I see no reason for telling the Arabic story to Arabs. They know it 
better than we do. 

Mr. Kimpatu. This is not telling the Arabic story. There are 
certainly some pictures produced in the United States that can be 
shown overseas. However, when you are trying to drive home an 
anti-Communist point or some other particular message to them, 
they will understand it better and accept it more if it looks local than 
if it were produced in the United States. 

Senator Munprt. Is it not true that there has been a pretty careless 
administration of this motion-picture service? It started our with 
a noble service. We did not conceive it to quite as grandiose as it 
has become. But, instead of selecting a few films, each of which can 
stand on its own bottom and justify itself, you have a film library now 
which is pretty carelessly put together, and in which, as Senator 
McCarthy has pointed out, there are some very bad pictures as well 
as some good ones. You need a little work on it to get it back to the 
original idea. 

Mr. Kimpauu. Senator, I agree with you that the motion-picture 
service as I have observed it has left much to be desired. I really 
think a change of direction and a change of talent in the service is 
quite necessary. I think that under the new agency you are going 
to get that, and I believe that the $6 million figure in here is a very 
reasonable figure. 

MOBILE UNITS 


Senator Munpr. Roughly, how many mobile units do you have? 

Mr. Kimpauu. At present a little over 300, about 320, Senator. 
We will shift those, as we do, to the places where they are most needed, 
such as if there is a flareup in the Philippines. 

Senator Magnuson. Then I am to understand, if there is a cut, 
there will be a very substantial cut and reexamination of the motion- 
picture service? 

Mr. Kimpa.u. Yes, sir; in my opinion, 

Senator Magnuson. Now you come to “Information-center serv- 
ice,’ which is approximately $4 million of your estimate. If you got 
a cut there of a million dollars, what would you do? 

Mr. Kimpatu. If we got a cut there, we would have to close down 
some centers 

LIBRARIES 


Senator Munopr. Is that what newspapers refer to as “the library?’ 

Mr. Krupa... Yes, sir; and the centers. We would have to close 
down a number of the libraries and some of the by-national centers. 

Senator Fereuson. The Senator from North Dakota. 

Senator Youne. Cannot we have these fellows go out in the other 
room and say what they are going to do with this? 

Senator Magnuson. There are only two more items. 

I think this committee will say to you that rather than go in and 
cut out a place, cannot you just restrict its operation a little bit? 
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Mr. Krmpa.u. In those places where we can, Senator, we would, 
but in other places we would feel it would be better to close it down. 

Senator McCarruy. On these libraries, the people in charge say 
they can very easily turn over the libraries in Paris to the Frenchmen, 
in Germany to the Germans, and leave the books there. 

Senator Cuavez. If they were cut out, who would suffer? 

Mr. Kimpauu. Do you mean in the libraries? 

Senator Cuavez. Yes. 

Mr. Kimpaut. I believe the libraries are serving a very useful 
purpose in getting across to the leaders in particular countries, the 
leaders are the ones who come and read and we particularly want to 
establish contact with them, the leaders are the ones who come and 
read and we particularly try to reach them, getting across to them an 
understanding of America and the American way of life, and so forth, 
through the book program, through the English-teaching prograras 
and soon. Ido agree with Senator McCarthy’s statement a moment 
ago, that to the extent we did have to close any down, and particularly 
by national centers, every effort would be made, certainly, to try to 
carry them on by indegenous sources. But I do believe that is a 
program that has been particularly effective with leader groups. 


LIBRARY COSTS 


Senator Ferauson. What does your whole library thing cost? 

Mr. Kimpa.u. It costs three million, $3,959,000. 

Senator Macnuson. $4 million, practically. 

Mr. Crossy. The information centers are much broader than a 
library. 

Senator Fereuson. It is small compared to this whole cost. 

Senator Munpr. Mr. Chairman, I would like to say that they render 
a very useful service. The difficulty has been too many books, too 
many magazines, too much help. But the idea is sound and it has 
done a lot of good. 

Senator Fereuson. When you get 15,000 books, it is just too 
many books. 

Senator Munpr. And they have too many magazines, too much of 
everything. 

Senator CHaAvez. Senators, I want to help them to raise their 
standards. You take Arabia. It would do more good to publish a 
book on how to improve their cheese and olives than it would on all 
of this other that you have. Standards are based on the ability to 
keep them up. They want something better to eat. Teach them 
how to improve their orchards. 

Senator Fereuson. But a few books will do it. 

Senator Magnuson. You have $6% million for educational training 
service. How would that be cut? What is that? 

Mr. Kimpauu. That is your Fulbright and Smith-Mundt programs. 

Senator Magnuson. You probably would not cut that at all. 

Senator Fereuson. We are familiar with that. 

Senator ELLeNnpErR. Just a minute, Mr. Chairman, on that point. 
As I pointed out the other day, the Fulbright program started out 
with the idea of using counterpart funds. 

Senator Ferauson. Can we hear you later in the executive session? 
Let us get rid of the witnesses. 

85192—53——49 
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Senator ELLenver. I just wanted to ask this question: 

Suppose we cut the cash in this program by 2 million but leave 
the counterpart funds; that is, the one about the dollar purchase of 
that amount, $8 million. 

Mr. Krupa. If you cut the cash by $2 million, it would either 
mean closing out in some countries where we do not have a Fulbright 
agreement; that is, where we do not have agreement to use local 
currencies, or it would have to mean a proportionate reduction in 
some Fulbright countries where we actually would not use—— 

Senator E:LeNpER. Do you mean a reduction of the number? 

Mr. Kimpauu. Yes, sir. 


EFFECT OF REDUCTION ON VOICE PROGRAM 


Senator Maenuson. Now we come to the big item of approximately 
$21 million for the Voice. If you put that at a 40-percent cut, what 
would you do there? Would you cut it 40 percent, or would you cui 
the Voice more? 

Mr. Kimpatu. I would certainly not cut the Voice more, I agree 
with the remark made earlier by Senator McCarthy, and I am speaking 
now for myself, that I would feel that the Voice is the one means we 
have of getting behind the Iron Curtain. I believe it also is effective 
now that we have the Courier, in the Arab world and _ southeast 
Asia, which is very important. My feeling is that if we cut down 
some more programs we might have to close a few of the domestic 
transmitting stations. But my own feeling is we would try to take 
as much as we could out of other places and only as a last resort 
actually close down any of the new transmitters. 

Senator Maanuson. Allright. Now you have the Office of Policies 
and Plans. I suppose if you made a cut it would just be personnel; 
would it not? 

Mr. Kimpatt. That would be personnel. 

Senator Magnuson. Then you come down to the $12% million item 
of administrative support in this country. That would be a cut in 
personnel, too? 

Mr. Kimpaut. That, sir, is all around the world, not just in this 
country. But that would be proportionately cut; yes. 

Senator Macnuson. A personnel cut? 

Mr. Krupa. A personnel cut. 

Senator Macnuson. Now you have answered the question. 


RATIO OF PERSONNEL REDUCTION 


Let me ask you once more: Would that personnel cut be in ratio, 
assuming that 50 percent of your people are civil service, and 50 per- 
cent are not, which I can understand, with a lot of different classes of 
people, would that cut all be in the noncivil service, or would it be 
proportionate in the two classes? 

Mr. Kimpauu. My feeling is that it would be more in the civil 
service. 

Senator Magnuson. More in the civil service? 

Mr. Kimpauu. That is because of the fact that I think the emphasis 
should still be overseas. 

Mr. Chairman, could I make one final remark before I depart? 
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Senator Fereauson. Yes. 

Mr. Krmpaut. I would like to urge the consideration of this com- 
mittee in whatever decision you come out with as to the level of the 
money, and I will furnish this provision as quickly as possible, as to the 
level of money, that you leave flexibility to the director of the new 
agency as yet unnamed. Also let the director of the new agency use 
his ability to best weld this appropriation and his new organization 
together to make the most hard-hitting program he can. I am afraid 
if there are limitations placed on particular parts of the program, it 
may be that they would not in the long run, under new direction, pay 
off as well as what he could do having some flexibility. I will say | 
agree completely with the statements made here, that the Congress 
should keep informed of major changes. I am always shocked when I 
hear they have not been informed. As far as I would have anything 
to do with it, I would certainly try to keep this committee and the 
House informed of any major changes as we plan to make them. 


NEWS EXCHANGE FUND 


Senator Munpr. Let me ask you a question about this news ex- 
change fund. 

In your original request for $6,409,000, in your breakdown, how 
much was foreign currency and how much was American dollars? 

Mr. Krupa. We did not cut the exchange program at all, sir. 

Senator Munpt. No; in your request for $6,409,000, is that all 
intended to be American dollars, or is part of that 

Mr. Kimpauu. That is all dollars; ves, sir. 

Senator McCarrny. Just one question before vou go. | would like 
to ask this off the record. 

(Off the record.) 

(The following statement was supplied: ) 

Mr. Crossy. Mr. Chairman, may I say that to the best of 1 
knowledge no one in ITA knew that this committee still wanted to he 
furnished a tentative allocation of the $60 million. 

Chairman Bringgs. We have representatives of the Air Force which 
we will hear at this time. 


DEPARTMENT OF THE AIR FORCE 
OFFICE OF THE UNDSR SECRETARY 


STATEMENTS OF HON. JAMES H. DOUGLAS, UNDER SECRETARY 
OF THE AIR FORCE, AND MAJ. GEN. LEE B. WASHBOURNE, 
DIRECTOR OF INSTALLATIONS, DEPARTMENT OF THE AIR 


FORCE 


GENERAL STATEMENT 


Chairman Bripces. Mr. Douglas and General Washbourne, the 
committee desired to have you return for the purpose of clarifying 
some matters in this bill. 

Senator SauronstaLL. Mr. Douglas, I would state I have just 
recommended, because of the public works bill before us, I felt I was 
in a position to know a little something about it, to the committee 
that without going into details with you we appropriate $300 million 
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of new money for Air Force construction and that we adopt amend- 
ment No. 1 on the slide slip of the committee print, on page 62, which 
would permit you to spend $300 million instead of $371 million, at 
the top of page 63, and that we adopt amendment No. 2, page 63, 
which would permit the transfer of funds from your old account. 

Mr. Dovucuias. Those two amendments are in the wording the same 
as it came up from the Department of Defense? 


CONSTRUCTION PROJECTS 


Senator SaLronsTaLu. Yes; and we strike out in the House report 
all language that was inconsistent with that action. Now, if you will 
look on page 32 at the bottom of the House report you will see that the 
committee denied estimates in their entirety for certain bases. It is 
my understanding that if we put in this $300 million, subject to the 
new authority bill and subject to the old bills, that that language 
should come out in order to permit you to use what is still left for those 
bases. Is that a correct statement? 

Mr. Dovetas. That is a correct statement. I would put the 
10 bases I think at a top priority beyond the $240 million of con- 
struction projects that the House in effect approved as projects. 

Senator McCueiian. Mr. Douglas, there is one other question. 
It is not the $240 million or the $300 million that is involved in this 
last paragraph on page 32 but that ties up all previous appropriations. 
That is what I want to make certain that ali the previous appropria- 
tions are not frozen. 

Mr. Dovatas. I am not clear, sir, as to the language that is neces- 
sary to correct some of the matters in the report. It would be my 
understanding that this committee would have to make references to 
the several limitations in the House bill and express disagreement as 
to those limitations in order that a conference report might consider 
those particular limitations in the House report. 

Senator, McCuevian. Let me ask you this specific apestion, You 
have 10 bases listed at the bottom of page 32, which says 

The committee has denied estimates in their entirety for bases on which con- 
struction under the present program has not been initiated or has been seriously 
delayed. 

Mr. Dova.as. The only simple way I would know to take care of 
that, Senator, is to have the House report say the 10 appropriations 
as originally requested for the 10 bases are allowed. 

Senator McC.Le.uan. In testifying the other day—I was speaking 
of Blytheville base 

It is still available. That is the old appropriation; it is unexpended and un- 
restricted and you can spend it— 

You answered “Yes.’’ General Washbourne immediately said: 

No, Mr. Douglas. If we do not alter the language of the House report, it is 
frozen. 

Mr. Doveatas. I did not understand, Senator, what you were 
referring to. That reference was to what I think was an error in the 
House bill that would make possible an interpretation or a reading 
which would limit all Air Force to $240 million of obligated in 1954. 
Now, I think it is clearly understood that that language will be 
changed. 
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Senator McC.ietian. We will want to get at that now. We will 
want to get the change that is necessary. 

Mr. Dovetas. This is the language; the 10-base item really does 
not raise that question. General Washbourne was expressing proper 
caution in referring to those bases because he had said, even though 
there is money currently available and appropriated with respect to 
those bases, if we were limited to $240 million, we could not spend it 
in 1954. Now, the language change, I believe, is satisfactory in 
proposed amendment No. 2. 


EFFECT OF ADOPTION OF AMENDMENT 2 


Senator McCieiian. Now, I want to ask vou this specifically. 
Amendment No. 2, if adopted, does make available past appropriations 
for these 10 bases, money that was appropriated in fiscal 1953. 

Mr. Dovatas. I am sure that is correct. However, as to that 
paragraph, I would think that those bases would have to be re- 
instated in the several amounts that were specified for in order to 
put in the $371 million or the $300 million or whatever figure this 
committee agrees upon. 

Senator McCietuan. This $300 million is new money, this year’s 
money. You have money appropriated in last year’s bill, fiseal 1953. 
Using Blytheville base as an illustration, you have $10 million you 
have not spent or have not obligated. 

Mr. Dovatas. That is correct. 

Senator McCieituan. I want to make certain those funds are still 
made available in this bill. They have no relation to the $300 million. 

Mr. Dovetas. I want to make certain that they are both available; 
that is, the $10 million and the $240 million also. 

Senator McC.Letian. We put in the $300 million; so, that settles 
that. But we have not put in language in here to make certain that 
this prior appropriation is not frozen, as the House apparently tried 
to do. 

Senator SaLronsTaLy. That, Senator McClellan, if I might answer, 
is my understanding of proposed amendment No. 2 on page 63. 

Senator McCuieiian. Now, does that put all the frozen money 
back as the House froze it? 

Senator SauronsTa.y. If you will read the language underneath it, 
the effect of this language will be to permit the use of unobligated 
balances of prior appropriations to finance previously authorized 
construction projects, and so forth. Now, if we make it clear in our 
report that we have contradicted the language at the bottom of page 
32 of the House report, it would seem to me that the matter was 
covered. 

Mr. Dovatas. I am satisfied that is so. 

Senator McCuetian. I wanted to be sure. 

All right, adopt amendment No. 2. Let us move. 

Mr. Dovetas. Now, Senator, I take it the question arises as to 
the situation the Air Force would find itself in with $300 million 
instead of the $371 million or a lesser figure. Any amount less than 
the $371 million, of course, raises the question as to what item should 
be included and what items excluded. 

Senator McCiexxan. In other words, where you take the $71 
million off, where do you take it off? 

Mr. Dovetas. That is right. 
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SPANISH BASES 


Chairman Bripers. The question also, Mr. Douglas—Senator 
McCarran raised it—is about the Spanish bases. How much does 
$200 million or $300 million or $371 million have to do with th: 
Spanish bases. 

Mr. Doveauas. In the original request in the budget there is an 
item that is referred to in the House report as a package item of 
$25 million. $25 million was not allocated to proposed bases but 
was set up to provide funds with which to undertake work and per- 
haps enter into initial contracts on several or 4 or 5 bases, the Spanish 
bases being the principal bases allowed for in that so-called package 
request. A base in Crete was another base, a base in Foggia in 
Italy was a third, and a second base in Libya, North Africa. 

Chairman Bripers. To be sure the Spanish bases are in, what 
has to be done? 

Mr. Dove.as. It can be done in two ways. Spanish bases could 
be referred to directly or this will be ac ually classified supplement, 
will it not? So, if it is in the classified supplement, the several bases 
can be designated without allocation, or, if the committee sees fit, the 
appropriation could be limited to Spain. 

Senator SALTONSTALL. I made the statement to this committee, and 
I want to have it verified—it is my understanding, from what you said, 
if we appropriated this $300 million with the new money plus the old 
money that is available of $1,700 million, there would be available 
approximately $100 million for Spanish bases. Is that an incorrect 
statement? 

Mr. Dovetas. I do not understand. That may be so due to the 
availability of MSA funds that might go to Spain. 

General Washbourne, can you answer that? 

General WasHBourNe. It would not be specifically provided for, but 
on a priority basis we could probably make a maximum of $100 
million available to Spain in the fiscal year 1954. 

Senator SatronsTaLL, That was my understanding. 

Mr. Dove.as. With the approval of the Armed Services Com- 
mittee. 

Senator Cuavez. Of course, most of this is classified as far as the 
Spanish bases are concerned. We understand that. Last Saturday 
this committee reported MSA and we were told $91 million was for 
Spain, the Spanish bases. 

Senator Russeiy. Not for bases, aid for Spain. 

Senator CHavez. No; that was $125 million for aid, but besides 
that we were informed right here at this table there was $91 million 
of the classified projects. 

Mr. Dovetas. I could be wrong, but I think that the 90 would 
result from perhaps half of the aid being available plus the assump- 
tion of $25 million in the package would be available. That is the 
only way I can figure that. 


SPANISH CONTRIBUTION 


Mr. Sommer. The Spanish agreed to make available the counter- 
part out of it to help build the base themselves. You see, the Spanish 
have to put up the equipment, of $11 million, they make that avail- 
able for the building of the bases in addition to what we put in. 
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Senator Cuavez. I know we were informed that $91 million was 
available for that purpose, classified purpose. 

Now, the amount that goes to this bill, the same kind of classified 
program, is that in addition to that one? 

Mr. Dovetas. Yes, sir; that is correct. I might say the estimate 
on the first 4 Spanish bases total $160 million to meet the whole 
requirement, but with the $25 million we will be in a position. 

Senator Cuavez. But to satisfy Senator McCarran, who would like 
to know the definite figures, what is your estimate, General, of the 
amount of the Spanish installations or classified as contained in this 
bill? 

Mr. Doveuas. In this bill? 

Senator Cuavez. Yes. 

Mr. Doveuas. As it comes from the House nothing is authorized. 

Senator CHAvnz. Senator Saltonsta'l’s question is, Suppose we 
adopt the $300 million. of new money, what would be the estimate? 

Mr. Dovetas. As I see it, you would also have to refer either to 
this package for foreign bases or Spa.n in a classified supplement. 
The House expressly knocked out—— 

Senator SALTONSTALL. We are striking out that language. 

Mr. Dovetas. Then there would be a maximum of $25 million 
available. 

Senator SALToNSTALL. In this budget. 

Mr. Dovetas. Yes. I think you will have to specify items above 
240, between 240 and 300. 

Senator SauronsraLL. Now, General Washbourne, may I ask you, 


this money that we appropriate plus the old money is based on a 
priority basis within the authorized bill that the Air Force can spend 
as they see fit on a priority basis? 

General Wasnpourne. That is my understanding. 

Senator CHAavez. Your understanding was that it was $100 million? 

General WasHBpourne. It is my understanding that there was 
available $100 million. 


ECONOMIC AND TECHNICAL AID TO SPAIN 


Senator SALTonsTALL. Now, this morning Mr. Nash testified to us 
that there was $125 million now already appropriated and available 
for Spain for economic and technical aid and that this year in the 
MSA bill was another $100 million or $225 million total. That was 
economic and technical aid. 

It is my understanding that the money for air bases to be provided 
by the United States was in addition to that $225 million as a part of 
the trade with Spain. That would run up to $240 million over the 
next 2 or 3 years. 

Now, I may be incorrect, but that is my understanding. 

General WasHsourne. The only authorization we have for the 
construction of the 4 bases in Spain is the $65 million that was author- 
ized for North Ireland and Portugal in 1953. That is the only author- 
ization. 1 have no money to cover that yet. But unless I am pre- 
vented from doing so, I can program money up to the extent of the 
$68 million at such time as we have an agreement to start work. 

In addition, we might use any MSA funds that the director can 
make available to supplement the Air Force construction fund. That 
would be sufficient to carry us through 1954 on classified. 
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Chairman Bripees. To answer my question again, just what do 
we put in this bill to make sure that the Spanish bases are covered? 

Senator McCarruy. May I suggest that you have the staff work 
it out with Mr. Douglas. 

Chairman Brinces. Do you have any more questions of Mr. 
Douglas or General Washbourne? 


FUNDS FOR AIR UNIVERSITY 


Senator Hintu. I want to ask a question. I have been to another 
meeting. But has either Mr. Douglas or General Washbourne given 
any testimony here about the funds that I think the House took out 
under a misapprehension with reference to the Air University? Are 
you prepared to make a brief statement on that, General? 

General WasHBOURNE. Yes, sir. 

Senator Hruu. Is that all right, Mr. Chairman? 

Chairman Brinagss. Certainly, as briefly as possible. 

Mr. Dove.as. There is an item that the Senator refers to, $4,- 
125,000 for the Air University, which is at Maxwell Field, that was 
struck out or postponed, the House making the observation that there 
are too many support personnel at the Air University in relation to 
the enrolled Air Force students. That is always a hard question to 
go into. ‘This looks very high. I hope we can do better. I think 
the Air University is of great credit to the military forces.”’ I have 
spent some time down there. I have been down there when the Board 
of Visitors was at the university and the housing for the student per- 
sonnel and regular personnel is wholly unsatisfactory at the present 
time. Now, General Washbourne I think, perhaps, might supplement 
those remarks in regard to the construction. 

Senator Hix. Is this not the situation too, that the House from 
the language they wrote in the report evidently was laboring under the 
impression that all the personnel was at the Maxwell Air Force Base, 
whereas, this personnel was not only at Maxwell Air Force base but 
also connected with the Air Foree ROTC program, the Institute of 
Technology, Wright-Patterson Air Force Base, United States Air 
Force School of Aviation Medicine, the program for Brooks Air Force 
Base, and the Medical School at Gunner Air Force Base. 

In other words, it was the one base that the House seemed to have 
an idea on but it covered all these other bases. 

General WasHnourNne. I am not sure that the personnel at the Air 
School at Brooks is properly included. 

Senator Hixu. It is included in the statement I got from the United 
States Air Force. I guess they would know. 

General WAsHrouRN®. Then it is correct. 

Senator Hitt. What was the total amount? 


COST OF ACADEMIC BUILDING 


General WAsHBourRNE, $4,125,000 for the erection of an academic 
building. 

Senator McCarruy. Do I understand you think it is necessary that 
we reinstate that? 

General Wasnpourne. Yes, sir; it is an Air Force requirement 
for the buildup of the university facilities there. 
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Senator Hix. Secretary Douglas, I understand you to say just 
now you gave it a high priority. 

Mr. Dovauas. I said I thought the university was a very great 
credit to the military forces. 1 would like to urge that $4,100,000 
be put back in the budget. 

Senator Hiri. Thank you, sir. 

Chairman Brinces. The committee will designate Mr. Sommer 
to work with Mr. Douglas and General Washbourne to develop language 
that will cover the Spanish bases. 

Senator Russeiu. I do not like to be put in the position to have 
Congress apply pressure to whoever carries on negotiations in our 
behalf to sign and get a fair deal over there. The bases are tremen- 
dously important, but I do not want to pay a whole lot more for the 
benefit of using them than we might have to. 


REVISION OF AGREEMEN'T 


Senator Cuavez. As I understand, they have had an agreement 
over here in Washington for 3 or 4 months. It is only here of late 
that they sent it back to Spain for some kind of revision. No action 
has been taken by the State Department. 

Mr. Dovetas. I thought it was probably urgent that it be included 
Although we could have further disappointments on the signing, there 
are some indications it might be signed within the next couple of 
weeks. 

Senator Russeuu. I supported all the Spanish funds from the begin- 
ning, but I do not want to be put in a position of putting pressure 
from this end on our negotiators to pay any more when they are 
already getting enough of it on the other end in Spain. 

Mr. Dovetas. Senator Saltonstall, after taking a very quick look, 
might I urge a figure of $310 rather than the figure of $300? I think 
it would make some difference in the major priorities that we are 
looking at. I hate to see this go down below the larger figure. The 
history of this appropriation is that the Air Force, with the Corps of 
Engineers, hopeful of a more rapid rate, thought that $700 million 
in this budget would be wholly inadequate. The rate did not mate- 
rialize that it was hoped for. We tried to work out those two packages 
of priority items, one in the appropriations bill and one in the author- 
ization bill. I admit I am very reluctant to say a substantial cut 
under the 370, but even an additional 10 above 300 would make quite 
a little difference, I think. 

Senator SatronstaLu. Mr. Chairman, the committee has heard 
what Mr. Douglas has said. It is for the committee to decide. I 
would not resist 310. 

Chairman Brineges. Mr. Sommer suggested that instead of putting 
the figure in the report, as it is classified, we might write a letter to 
you which would have the same effect. You agree that it would? 

Mr. Dovatas. I would think so. 

Chairman Brinces. Do you agree, General? 

General WAsHBOURNE. Yes. 

Chairman Briveges. You might work out the letter with Mr. 
Sommer. 

Are there any further questions? 

Senator MaGnuson. I move that we reconsider the 300 and make 
it 310 because it makes a difference in the allocation of certain bases. 
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Senator Cuavez. I second that motion. 

Chairman Brinees. Without objection. All right, thank you, Mr. 
Douglas. 

Senator Hrii. Can we act on the $4 million that the Secretary has 
urged go back in the bill? I ask the committee to put it in. It will 
be in conference. 

Mr. Dovetas. I am not quite clear as to what items will be omitted 
and what items will be put in. I would be happy to see the Air 
University included in the three ten. We will so include it. 

Senator Hii. All right, with that understanding, I have nothing 
further to say. I thought that was limited to foreign bases. | 
wanted to be sure about it. 

(Whereupon, at 4:15 p. m., Monday, July 27, 1953, the hearing 
was closed.) 
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